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ALLIED CHEMICAL'S HOTLINE ENAMEL 


defies 180°F. heat without sliding and —10°F. cold without crackin 


Allied Chemical Hotline Enamel’s resistance to both high 2. Hot gas pipelines, on discharge side of compressor statid 

and low temperatures, as well as its greater durability, com- where line is above 120°F. contribt 
pared to asphalt base and other coatings, has been proved 3. Warm, swampy areas or other places where excessive § 

by laboratory tests, and on-the-job performance for stress is encountered. 

leading public utility companies. Allied Chemical Hotline 4. Areas where backfill and trenches are rough, rocky or cont 
Enamel is derived from coal-tar pitch, thus possessing  °PJects which normally penetrate softer coatings. 

inherent protective properties against the damaging 5. Pipelines (such as heated fuel lines) where temperatures 


effects of water, soil chemicals and electrical currents. constantly high most of the time, but do not excevd 180 stow o 
? 200°F. for short term exposure. 





improves protection under these specific conditions: A staff of field service experts are at your call to offery(Msingte . 
1. On pipe-type cables or “‘oil-o-static lines’ which are subject technical assistance that can save you maintenance tmg§(26 iss 
to internal electrical heat from high-voltage surges. and costs. LAST WORD IN CORROSION PROTECTIO 
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40 Rector Street, New York 6, N. Y. 
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(200 or more copies) 
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ceived within 30 days 
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Address 
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4 4 


PusBLic UTILITIES FORTNIGHTLY . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 


re ae the perpetuation of the 
free enterprise system. It is an open forum 
ree expression of opinion concern- 
blic utility regulation and allied 
It is supported by subscription and 
ig revenue; it is not the mouthpiece 
oup or faction; it is not under the 
upervision of, nor does it bear the 
seinent of, any organization or associa- 
he editors do not assume responsi- 
the opinions expressed by its 

Ts. 
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GLANYWHERE. ANYTIME. 


Completely unattended, GOOO 
KW Electro-Motive Plant is on 
the line at full power in ninety 
seconds or less 





A signal from a central dispatching point brings Electro-Motive 
Peaking Power on the line where it’s needed—near the load. Within 
90 seconds from the push of a button, you can satisfy peaking or spin- 
ning reserve requirements. It starts, synchronizes, goes on the line, and 
steps up to full power output completely unattended. No warm up period 
is needed, no prior preparation is required. 


The Electro-Motive Peaking Plant is an outdoor, sound-deadened, 
weather-proofed plant ready for easy installation anywhere on the sys- 
tem—right at the step-down substation serving the load. No expensive 
building or foundation work is required. 


Unitized, self-contained design allows: 

e low investment cost. .$85 per KW, f.o.b. factory 
° low installation costs. .less than $15 per KW 

e flexibility in meeting site limitations 


° adjustment in capacity at very low incremental cost 


An Electro-Motive 6000 KW Peaking Plant can be operating on 
your system in less than 5 months time—4 months lead time plus 10 
days for installation. 


For complete details, see your Electro-Motive representative. 
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ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS . LA GRANGE, ILLINOIS 


Sales-engineering offices: Chicago, New York, St. Louis, San Francisco 


In Canada: General Motors Diesel Limited, London, Ontario 





with the Cocliéors 


on recent difficulties of the Federal 

Communications Commission in try- 
ing to work out some solution to its prob- 
lem of “equal time” for political candi- 
dates is a good illustration of how the besi 
of motives can sometimes result in the ri- 
diculous. With all due respect for the FCC, 
the word “ridiculous” was used by none 
other than President Eisenhower to ex- 
press his reaction to the situation created 
by the commission’s ruling. 


But note that neither President Eisen- 
hower nor anybody else has offered much 
of an argument against the commission’s 
decision on its own merits. And what were 
the merits? Well, the commission inter- 
preted the Federal Communications Law 
to mean exactly what it says. And it says 
that when political candidates are given 
free time on the air (on either radio or 
TV), other candidates must be given an 
equal opportunity. The law does not say 
other “major party” candidates, nor does 
it suggest any test or classification or even 
a definition of a “candidate,” such as 
might exclude a person chosen by even the 
smallest political party otherwise qualified 
to go on the ballot. 


As we all know by this time, the whole 
fuss started when a candidate for mayor 


E. N. POPE 


in Chicago—a candidate of a virtually un- 
known tiny splinter party—demanded 
equal time because the Democratic mayor 
of Chicago happened to get some free time 
on the air in the course of a current evenis 
broadcast. Doubtless, if Congress had an- 
ticipated that the “equal time” provision 
could be invoked by infinitesimal parties t 
the point of becoming a nuisance, it woui« 
have been a very easy thing to include som¢ 
protective language. The law could have 
exempted news and other current events 
broadcasts, or it could have restricted equa! 
time to candidates of parties which have 
polled some reasonably substantial perceni- 
age of the vote cast in the last previous 
election. 


UT nobody anticipated the results of the 

Chicago incident. And the FCC, after 
due consideration, did not feel it should 
take the responsibility of writing into the 
law something that Congress did not sce 
fit to put there in the first place. And so 
it will probably be up to Congress to make 
the necessary correction by legislative 
amendment. 


CONSIDERING the hot weather, perhaps 
there are worse things that could happen 
to us as a nation besides being relieved of 
campaign oratory on radio and television, 
unless it is paid for by the sponsoring party. 
But it is rather ironic that the voluble Sen- 
ator Humphrey, Democrat of Minnesota, 
should be the first to collide with the equ! 
time barrier, because he was the first 10 
permit an open avowal (by his friends, i! 
is true) of his candidacy for the presi- 
dency. It looks like an example of the early 
bird getting set back for being early. Other 
presidential hopefuls one could name will 
probably think twice before allowing their 
candidacy to be announced until Congre:s 
clears up the muddle of equal time, whic’! 
it will probably do now that the FCC has 
tossed the question into the lap of the law- 
makers, 
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The design work on all these new 
substations is going to be hard 


tc handle with our present force. 2 OUR NON-Re ee 


OPERATIONS TO PIONEER 


Design and Consulting 
Engineering Services 
Pioneer has specialized in design- 


Of course! They have enough ing power plants for 57 years. It 


; : : offers design service for fossil fuel, 
to do handling routine duties. hydro and atomic plants. It will 


Why don’t you call in Pioneer? also assist in forecasting load 
growth, in site selection, in pur- 
chasing and expediting of equip- 
ment and in supervising construc- 
tion. Pioneer’s other services in- 
clude substation, transmission and 
distribution studies and design. 


Services in Reguiatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis... 
certificate proceedings and rate 
of return. 


Corporate Services 
Pioneer’s services in corporate 
matters include business and man- 
agement engineering advice, finan- 
cial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer and dividend dis- 
bursement service and maintains 
stock ledgers when desired. 


ss 


40-page booklet, “Pioneering Pi oneer Service 
New Horizons in Power.” De- : P 

scribes, illustrates Pioneer's & E non @ @ ring CG 0. 
engineering services, and cor- 


aor vehi from financ- 231 South La Salle Street 
Ing 0 operation. : Chicago 4, Illinois 


NEW! 
On your letterhead, write for 





PUBLIC UTILITIES FORTNIGHTLY—AUGUST 13, !%" 


PAGES WITH THE EDITORS (Continued) 


ee to conservative policy making 

by regulatory commissions, this ties 
into the opening article in this issue. Do 
professional administrative experts tend to 
be conservative along these lines and hes- 
itate to embark on forthright policy deci- 
sions? That is one question posed in the 
article, entitled ‘Professional Adminis- 
trators as Regulatory Commissioners.”’ 
This is another in a series of articles by 
Dr. Lincotn SmirtuH of the faculty of 
New York University dealing with com- 
parative professional backgrounds in the 
regulatory field. Through this series, Dx. 
Sm1TH has taken up professional training 
in law, engineering, and other business ex- 
perience in equipping members of the 
regulatory commissions to perform their 
duties more capably and effectively. Here 
he deals with a comparatively recent form 
of professional specialty—the administra- 
tive expert. 


Dr. SMITH is a native of Maine and a 
graduate of Bowdoin College. He holds a 
PhD in political science from the Univer- 
sity of Wisconsin and is a specialist in pub- 
lic law and public administration. He is 
now teaching political science at New York 
University and pursuing research work. 


thei utility company of any substantial 
size has developed an emplovee maga- 
zine. These are characterized by a wide 
range of variety. Some cling to the gossipy, 
personal type of publication which relies 
heavily on promotions, anniversaries, mar- 
riages, retirements, and such vital statis- 
tics. Other company publications take the 
view that there is a responsibility to tell 
the employees more about the impact of 
current events on their company opera- 
tions, including such matters as public own- 
ership and taxes. E. N. Pope, director of 
advertising and sales promotion of the 
Carolina Power & Light Company, whose 
article on “The Role of the Employee 
Magazine” begins on page 268, favors the 
latter view. 


Mr. Pope is a native Carolinian and a 
graduate of Wake Forest College (‘21). 
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RALPH V. H. WOOD 


He has also done postgraduate work ai 
Harvard University and joined the service 
of the Carolina Power & Light Company 
in 1923. He is past president of the Public 
Utilities Advertising Association. 


i es lifeblood of the industrial mighi 
of our nation is electric power. In tie 
deadly game of survival posed by the cold 
war which could so grimly become a hot 
war, the electric power industry plays a 
vital role in meeting the challenge of the 
Communist bloc. RALPH V. H. Woop, 
director of defense of the Philadelphia 
Electric Company, in his article beginning 
on page 272, has reviewed civil defense 
plans for emergency action in meeting 
civilian requirements in the event of dis- 
aster, including enemy attack. 


Mr. Woop was born in Wayne, Penn- 
sylvania, and educated at the University of 
Pennsylvania Wharton School. He has 
been with Philadelphia Electric since 1927. 
Prior to his appointment to his present pos' 
in 1954, he served as co-ordinator of de 
fense for his company. 


THE next number of this magazine wi! 
be out August 27th. 


Aue CdliTu- 
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bifelines of the nation / 


Fr laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 


“3 Grorce A. Murpny, President 


Public Utilities Department—Joun F. Cuitps, Vice Presiden: in Charge 


MEMBER FEDERA!, DEPOSIT INSURANCE CORPORATION 








Coming IN THE NEXT ISSUE 


(August 27, 1959, issue) 
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POWER EQUIPMENT RESEARCH AND DEVELOPMENT—A KEY TO POWER 
COST CONTAINMENT 


Heavy electrical equipment is not short cycle production by any stretch of the 
imagination, hence the importance of considering cycle buying as a negative factor 
in the task of holding the cost line of power. J. L. Singleton, group vice president of 
Allis-Chalmers Manufacturing Company, finds that ordering this type of equipment 
in cycles tends to disrupt the production system that is required to manufacture 
large items of power equipment. He also discusses present-day research and develop- 
ment, enabling the industry to fulfill its public service obligation. 
















STREETCARS FIND NEW LIFE ABROAD 


Not long ago an American tourist visiting the exotic capital city of the Republic of 
Vietnam—Saigon—came across a curious discovery. While taking pictures of a 
rather nondescript streetcar, he decided to board the car just for a ride. Imagine 
his surprise when the interior of the streetcar revealed that it had once done service 
on the streets of an upstate New York city and some of the old streetcar advertising, 
torn and faded, still adhered to the advertisement panels. The fact is that a good 
many superannuated American streetcars are finding their way into foreign countries 
for various uses. Herbert Bratter, Washington, D. C., author of business articles, 
has made an interesting study of what happens to our streetcars when such lines are 
discontinued. Evidently these old-timers are going to a lot of places around the world 
beside the junk pile. 
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ACQUISITION ADJUSTMENTS IN RATE CASES ~~ 
j 

What happens to the difference between original cost ot utility property and the tet 







price paid when it is sold later on? The treatment of "acquisition adjustment'' ha: 













not been as controversial in recent years as it once was. But there are still plenty o/ oe 
differences among the regulatory commissions on how "acquisition adjustments Fr 
should be handled. Samuel M. Koenigsberg, Newark, New Jersey, attorney, make bwiftl 
a study of the different practices and gives a readable account which the laymar inval\ 
as well as the lawyer, can understand in this important area of regulation. he eat 
tal fx t 

planne 

* Uur bow 

Analys: 








*An K 
Als O ... Special financial news, digests, and interpretations of court and com ; 
mission decisions, general news happenings, reviews, Washingtor EC 
gossip, and other features of interest to public utility regulators, com 


panies, executives, financial experts, employees, investors, and others 
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Month-by-month analysis of 
billing by the “One-Step” Method* 
provides the accurate, clearly docu- 
ented report illustrated above. The 
alue of these monthly reports in devel- 
bping data for rate cases has been amply 
proven by their reception before public 
ervice commissions during the past decade. 
From these analyses rate engineers can 
wiftl: plot past, present and future courses 
invaluable in helping secure rates to protect 
he earnings ratio necessary to attract fresh cap- 
tal for plant expansion under construction or 
planned for the future. 


Uur booklet describing the ‘‘One-Step’’ Method of Bill 
Analysis is yours for the asking — write Dept. U-1. 


*An R&S service exclusive 


RECORDING & STATISTICAL 


CORPORATION 
100 Sixth Avenue + New York 13, N. Y. 





CCaukeble CEawrke 


“There never was in the world two opinions alike.” 


WATKINS M. ABBITT 


U. S. Representative from Virginia. 


CaLvIN B. Hoover 
Professor of economics, 
Duke University. 


BARNABY C. KEENEY 
President, Brown University. 


EARLE J. MACHOLD - 
President, Niagara Mohawk 
Power Corporation. 


DANIEL P. Loomis 
President, Association of 
American Railroads. 


FRED A. SEATON _ 
Secretary of the Interior. 


EpDITORIAL STATEMENT 
The Wall Street Journal. 


—MOoNTPAIGNE 





“[People must learn that] what we spend we must 
pay from taxation or add to the public debt as a deficit.” 


* 


“The survival of liberty seems to depend upon the 
ability of the modified forms of Capitalism of the West- 
ern world to survive.” 


¥ 


“If the federal government says what shall be taught 
and studied, it may freeze the advancement of knowl- 
edge for an indefinite period.” 


* 


“Tt is clear that there is no need and no sense in pour- 
ing millions into large-scale atomic plants to produce 
power that we can obtain in abundance and much more 
economically from other sources. Crash programs are 
sometimes justified in times of dire necessity but there 
is no such necessity now in the United States.” 


* 


“Featherbedding and its destructive concomitants— 
overregulation, government discrimination in favor of 
our competitors, excessive taxation—have reduced the 
railroads, America’s work horse for mass transportation 
in peace and war, from carrying two-thirds of the total 
traffic at the end of World War II to only about 45 per 
cent today.” 


* 


“If we cannot do better than we are, when every- 
thing on the business barometer is perfect, then I don’t 
see how the United States can ever do it. . . . Self-disci- 
pline is needed. It is almost incredible to me, almost a 
monstrous thing, the way people condone deficit financ- 
ing. I simply for the life of me cannot see how our peo- 
ple can be thus lulled to sleep. . .. We are spending five 
times as much for yesterday as we are for tomorrow.” 


. 


“. .. trying to apply the rule of law to agreements 
with Communists would almost surely be a futile ex- 
ercise. The reason is simple: The Communists aren’t 
interested even in the desirability of a rule of law in 
international relations. There is no common ground be- 
tween their ideas of ‘legality’ and our concepts of 
domestic and international justice. For them agreements 
are to be made if it suits the policy of the moment; 
they are to be broken the moment it suits policy to 
break them. Injecting the World Court into an agree- 
ment would no more keep them from breaking it than 
the U. N. Charter does.” 
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VISIBLE RECORD SYSTEM 


akes it possible—twenty-four hours a day 


0 matter what time of day or night a call for serv- 
ce comes In—KARDEX Customer Service Location 
ecord enables you to serve customers promptly and 
ficientiy. Result? Maximum customer good will at 
minimum operating cost. 

When a call for service is relayed to the clerk at 

e KARDEX cabinet containing the records of the 
fller, the facts are noted on both a Master and 

eter Order Card. Because the Meter Order Card 
travels” as the order, no further writing is necessary 


—and within 60 seconds after the call is completed 
the Meter Order Card is on its way to the dispatcher 
for action. 

To learn of the many advantages of this system 
for serving and satisfying, write for FREE illustrated 
folder ‘‘New Horizons In Public Service” to Room 
1804, 315 Park Avenue South, New York 10, N. Y. 

Remington. Fkand. 
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Gas Tempering: Report No. 1 


Electric Utilities Finc 


Safe Superheate 





Metal Temperatures Across Width 
of Superheaters 
of Typical B&W Boilers 
Tian @okam K-vuilet-talate 


BOILER No. 1 


Average Metal Temperature fey tem = 
Deviation 


BOILER No. 2 


Average Metal Temperature 1035 F 
Deviation 


BOILER No. 3 


Average Metal Temperature 1125 F 
Deviation 


€f¥ube Temperatures 


Longer Tube Life 
Less Superheater Maintenance 
Need For High Alloys Minimized 


he ideal gas temperature to which superheater 
bes should be exposed is the lowest temperature 
hat will provide the required superheat and reheat 
ith a reasonable amount of surface. If this tempera- 
ire is exceeded in order to make a larger propor- 
on of the total heat released in the furnace available 
br superheating and reheating, alloy requirements 
re increased and there is greater danger of super- 


9 F eater tube failure. 


ow, the required heat can be delivered to the 
perheater without exceeding desired metal tempera- 
es by the use of Gas Tempering. 


Gas Tempering—is the reintroduction of cool flue 
gases near the furnace outlet to control the tem- 
perature of the furnace gases entering the super- 
heater. It allows you to control furnace exit gas 
temperatures under all operating conditions.® 


Definitive Booklet: If you’d like to learn more about 
the economies and design flexibility available to 
you through Gas Tempering, write for Bulletin 
G-96. Address: The Babcock & Wilcox Company, 
Boiler Division, Barberton, Ohio. 





r 


...It cuts overall plant costs because the 
smaller size unit requires a smaller building 
per kw, a lighter foundation, less structural 
steel and shorter steam leads. 


. . . It enables you to utilize the most econom- 
ical available fuels. It permits the burning of 
a variety of coals without slagging, minitnizes 
external corrosion of superheater tubes, and as- 
sures safe metal temperature, thus prolonging 





Major Advantages of B&W Gas Tempering 


~ 


tube life, regardless of the fuel fired. 


. . . It provides safe superheater tube tempera- 
ture by positive gas temperature control; it pro- 
tects superheater during startup and under all 
operating conditions. 

. . . It makes it safer to design for economies 


offered by operation at steam temperatures of 
1050 F and above. 
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THE BABCOCK & WILCOX COMPANY 
m=." Ss 


BOILER DIVISION 








Orovhbbeoleyt-Mmer-n- 






serves a very special 


part of America 
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The S€ve : 
nN § 
Columbia tates where 


one fifth of a 


UTal-gas co 
‘ Nsum ; 
the United States ed 1n 





Pennsylvania, West Virginia, Kentucky, en 
> oRPORATIO 


COLUMBIA HYDROCARBON 
120 EAST 41st STREET, NEW YORK 17," 


Throughout its service territory—in Ohio, THE COLUMB 
SYSTEM, INC 


Virginia, Maryland and southern New 


York — natural gas continues to be the :ouPs TH 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS > os 
4 PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND ‘EA 
preferred f uel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORK 
AVENUE, S.E, CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: TH 
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AUGUST 





Thursday—13 


American School Food 
Service Association ends 
five-day meeting, San Fran- 
cisco, Cal. 


Friday—14 


International Association of 
Electrical Leagues ends 
four-day annual meeting, 
San Diego, Cal. 


Saturday—15 


International Association 

of Electrical Inspectors, 

Southwestern Section, will 

hold meeting, Santa Rosa, 

Cal. Aug. 31-Sept. 2. Ad- 
vance notice. 


Sunday—16 


Georgia Association of 

Broadcasters begins sum- 

mer meeting, Jekyll Island, 
Ga. 





Monday—17 


Summer Communications 
Course begins, Cambridge, 
Mass. 


Tuesday—18 


National Association of 
Educational Broadcasters 
begins seminar, Madison, 


Wis. 


Wednesday—19 


Metallurgical Society of 

the American Institute of 

Mining, Metallurgical, and 

Petroleum Engineers will 

hold meeting, Boston, Mass. 

Aug. 31-Sept. 2. Advance 
notice. 


Thursday—20 


Illuminating Engineering 
Society will hold annual 
national technical confer- 
ence, San Francisco, Cal. 
Sept. 7-11, Advance notice. 





Friday—21 


Tennessee Telephone Asso- 
ciation will hold annual con- 
veniton, Nashville, Tenn. 
Sept. 9, 10. Advance notice. 


Saturday—22 


American Water Works 

Association, Canadian Sec- 

tion, will hold annual meet- 

ing, Liverpool, Nova Scotia, 

Canada. Sept. 9-11. Ad- 
vance notice. 


Sunday—23 


Arkansas Broadcasters As- 
sociation begins meeting, 


Hot Springs, Ark. 


Monday—24 


American Bar Association 
begins annual meeting, Mi- 
ami Beach, Fla. 








Tuesday—25 


Ainierican Institute of Elec- 

trical Engineers begins pe- 

troleum industry confer- 
ence, Long Beach, Call. 





Wednesday—26 


Mid-West Gas Association 
begins gas school and con- 
ference, Ames, Iowa. 


g 





Thursday—27 


Pacific Coast Gas Associa- 

tion will hold annual meet- 

ing, Los Angeles, Cal. Sept. 
9-11. Advance notice. 





Friday—28 


American Dietetic Associa- 
tion ends five-day meeting, 
Los Angeles, Cal. 
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Courtesy, Sikorsky Aircraft 


Whirlybird Work Horse 


Remote, rugged mountainous areas of Puerto Rico make the Sikorsky S-58 
helicopter perfect for power line construction. It handles poles weighing 
nearly two tons, flies in power crews, Purchased recently by Puerto 
Rico Water Resources Authority for this vital work. 
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Professional Administrators 
as Regulatory Commissioners 


By LINCOLN SMITH* 


Today commissions are large, complex organizations with a definite 

need for internal management and direction. A professional admin- 

istrator is important, but he does not necessarily have to be a com- 

missioner. In fact, he might function better in a subordinate position 
under the title of "administrative secretary.” 


HIs study, which is part of a series 

of occupational backgrounds of 
regulatory commissioners, explores 
ahitherto neglected aspect of the qualifica- 
tions of national and state commissioners. 
The canvasses made for Pusiic UTILI- 
TIES FORTNIGHTLY in 1929 and 1954 did 
not single out the number of state com- 
missioners who claimed to be administra- 
tive experts.’ Likewise, the category was 
ignored in previous studies of national 
commissioners.” The writer’s research over 
*Associate professor of political science, New 


York University, New York, New York. For addi- 
tional personal note, see “Pages with the Editors.” 


a span of years® indicates that a consider- 
able number of public regulators con- 
tribute to their agencies’ administrative 
ability. 

Political leaders responsible for com- 
missioners pay some attention to this 
qualification in the selection of quite a 
number of commissioners.* It seems to be 
an even more prevalent condition for 
agencies on which chief executives are em- 
powered to name the chairman.® Practical 
investigation has revealed this phenome- 
non; but additional inquiry is necessary 
before proportionate significance can be 


AUGUST 13, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


assessed and numerical importance ascer- 
tained. What are the merits and limita- 
tions of the administrative factor in the 
appointment of commissioners? What can 
be said of the alternative of providing ad- 
ministrative expertise either (a) below the 
administrative policy-making level, or (b) 
in a position akin to that of permanent 
under secretaries in Great Britain? 


oe defining the term “profes- 
sional administrator,” administration 
should be distinguished from the execu- 
tive function. Many years ago much of 
public regulation belonged in executive 
categories. The statutes then tended to be 
specific and enumerated carefully the 
various precepts by which the agencies 
were guided. Commissioners were re- 
quired to carry out quite definite orders 
wherein relatively little room was open 
for the exercise of independent judgment. 
The executive nature of the task was fur- 
ther demonstrated historically by the fact 
that in several states only one commis- 
sioner served full time. 

Composite decision of three or more 
men was a relatively new idea in public 
administration. Although more than a 
glorified clerk, the executive’s conduct was 
guided by predetermined rules, pro- 
cedures, and formulas which relegated his 
role to a ministerial one. Occasionally, 
in some jurisdictions, his functions ap- 
proached those of a quasi automaton. His 
responsibilities were extensive; but his 
function was essentially that of super- 
vision. His réle as a policy maker was and 
is almost nil. 


Regulatory Functions Have Changed 


 pnragienneias in technology, stand- 
ards of living, and complexity of 
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regulatory problems over the years have 
necessitated expansion in the jurisdic- 
tion of regulatory agencies. Both the sub- 
stance and depth of regulation were af- 
fected. More specialists were needed on 
the commissions. Legislative policy makers 
were forced to rely on wide discretion, 
under the law, of from three to eleven 
commissioners to keep pace with dynamic 
changes in the field of regulatory adminis- 
tration. Hence, the nature of the task has 
changed from an executive one to that of 
administration. The term is virtually 
synonymous with management.” 

The administrator, like an executive, is 
charged with fulfilling rather specific man- 
dates within the field of administrative 
law. But in the discharge of his duties, 
considerable amplitude of discretion is 
vested in him.* Not only must he obey basic 
directives, but also improvise and make 
supplemental rules in pursuance of the 
definitive objectives of his organization. 
He operates at the administrative policy- 
making level. One authority cogently 
summarized the difference in this way: 


Regulatory administration is more 
complicated than the traditional “exec- 
utive” activities. It involves much more 
room for the exercise of individual 
judgment or discretion. The scope of 
“administration” in this sense has had 
such a tremendous development that the 
mode of its conduct vitally affects us 
all.® 


N the last decade or two, legislative au- 
thority places greater reliance on the 
planning function by regulatory agencies. 
Commissioners, frequently through their 
chairmen, are required to recommend to 
Congress and state legislatures not only 
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plans for changing basic statutes but also 
comprehensive blueprints for develop- 
ment of power, natural resources, and 
other substantive matters of regulation.’ 
The theory is that the expert commissions 
should make recommendations which po- 
litical leaders may accept, modify, or re- 
ject in the formulation of public policy. 
Hence, planning now is an integral part 
of the administrative process. Regulation 
today, then, requires intelligence, investi- 
ture of broader discretion in top regula- 
tors, energy, and judgment from men of 
unimpeachable character. Included some- 
where among these ingredients must be 
an element of administrative ability to 
make the vast regulatory establishments 
function. 


Qualifications of Professional 
Administrators 


bios professional administrator further 

must be distinguished from the so- 
called amateur or layman. Elementary 
characteristics of the latter were described 
in a previous article." Numerous author- 
ities classify the “generalist” as a profes- 


sional administrator, making the two 
terms synonymous. After careful analysis, 
however, the writer feels that a profes- 
sional administrator is an entity in him- 
self. The “generalist” is like an amateur, 
the average voter, common man, or good 
citizen. He is not a specialist, but qualifies 
for a commissionership because he has a 
knack of grasping the main points at issue, 
and possesses keen, perceptive, critical 
mind, command of ideas, and sure com- 
mon. sense. 

The professional administrator dupli- 
cates the layman in all of these qualities. 
In addition, though, the professional ad- 
ministrator has a special ability or func- 
tion; namely, that of directing and guid- 
ing subordinates, and in getting things 
done.” His is a technique rather than the 
substantive knowledge of men from the 
regular professions. He is a “generalist” 
or layman, plus the increment of his par- 
ticular ability as an administrator—a trait 
which amateurs or laymen commonly lack. 
The attribute combines “know-how” and 
leadership, or, as the French express it, 
savoir-faire. 


PROFESSOR DIMOCK aptly summarized the qualifications as belonging to 
one "who commands the best balance of physique, mentality, personality, 
technical equipment, philosophical insight, knowledge of human nature, social 
adaptability, judgment, ability to understand and to get along with people, 
and a sense of social purpose and direction.'® Ramifications of the adminis- 
trator's specialized skills include understanding of men, how to get along with 
them, and how to merge the group into a "going concern,” well integrated 
and co-ordinated into a working team. It is a quality over and above that of 
the art of leadership!*—it involves "wisdom in council." 


MM" professional administrators 

come from the business world. De- 
spite numerous differences between public 
and private administration, the two simul- 
taneously have numerous affinities. The 


business administrator must make many 
personal and professional adjustments 
when he accepts an administrative post 
clothed in public responsibilities. For the 
last decade or two, however, the better 
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schools of business administration have 
been training students in management for 
both private and public responsibilities. 
The new trend in business education pro- 
motes an interchangeability of rdles be- 
tween public and business administration. 
Future graduates of the modern training 
programs will be able to choose between 
public and private employment ; many may 
serve each in tandem capacities. They 
scarcely will be comparable with business 
executives of the old school: 


In the business world to come, man- 
agement will become more analytical. 
Increased emphasis will be placed on 
administration per se . . . The status 
of the manager will become increasing- 
ly that of a co-ordinator of diverse in- 
terests and “pulls” in the modern firm 
and in the modern society, as distinct 
from being “the boss” responsible only 
to a small group of stockholders. . . . 


Tomorrow’s managers will not be spe- 
cialists in one thing to the exclusion of 
all else. 

Rather, they will be men _ with 
intellectually sharpened minds: men 
trained to think and who are not afraid 
to do so, even with daring times.”® 


HE rationale for a professional ad- 

ministrator as commissioner is predi- 
cated on the undisputed fact that nearly 
all of the some 60 national and state regu- 
latory agencies are large, complex, and 
highly specialized entities. Their tasks are 
multifarious, ranging from matters of 
policy direction down to those dealing 
with specialized functions. Somewhere in 
the chain of command is a dire necessity 
for co-operation, co-ordination, and tim- 
ing, as well as an element of political di- 
rection, in order to bring order out of 
chaos. 


Commissions Require Direction and Management 


1s esha the fact that most commissions are “going concerns’ with a con- 

siderable amount of momentum emanating from permanent staffs, there 
is a genuine need for internal management and direction. The agencies are, 
to be sure, replete with experts, leaders, and men of good intentions. But 
qualities over and beyond these are essential; namely, those of men trained 
or experienced in administration. Usually the chairman of the organization 
is charged with primary responsibility for the general administrative function. 
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The basic task was well summarized by 
a university president and expert in public 
administration as follows: 


At all times and in every way possi- 
ble the administrator emphasizes the 
common purpose which unites the ef- 
forts of the administrative group. He 
must serve as the unifier of the whole, 
must endeavor to make the common 
purpose not just the sum total of the 
parts but rather the guiding light of the 
constituent specializations. The very 
nature of the organization requires this 
element of leadership. . . . Leadership 
can provide the unifying sense of pur- 
pose which infuses the energies of all 
parts of a great administrative endeavor 
into a common purpose and achieve- 
ment.?” 


Administrator Keeps Agency in Focus 


HE need for dynamic administrative 

talent is axiomatic in any large public 
or private agency. The administrator can 
exercise sound judgment. He can see and 
keep the entire picture of the agency in 
focus; he sees all phases as parts of one 
interrelated whole. This is perspective— 
one of the current essences of both public 
and private administration. Although the 
administrator lacks the knowledge of spe- 
cialized phases of regulation, he possesses 
the talent to make use of specialists who 
do have those professional skills. When 
the chairman of a commission happens to 
be a lawyer or member of another profes- 
sion who possesses, in addition, a flair for 
administrative management, there is little 
room for argument about a happy com- 
bination between knowledge of one of the 
substances of regulation and the topic con- 
sidered in this article. Then the commis- 


sioner can act like a quarterback or field 
general who not only runs the team of 
colleagues and staff but also can partici- 
pate actively in the functions of the group. 

The ever-recurrent and tenacious com- 
missioner-staff relationships are noted this 
time only in passing. The professional ad- 
ministrator is not familiar with the spe- 
cialized disciplines of the various staff 
compartments, But his ability in manage- 
ment and direction enable him to get the 
maxima from tenure members, and to dis- 
tribute the work load in proper sequence 
for a desirable end result. This, after all, 
is the ideal situation between policy maker 
and expert.’® But reliance of either pro- 
fessional administrator or amateur on 
staff assistants with tenure is likely to 
produce a questionable commission-staff 
combination quality in the work of the ad- 
ministration and a static atmosphere in 
the regulatory process of the agency. 


Some Pitfalls in Administrator’s Path 


we serious obstacles are present 

when a case is attempted to justify 
the selection of a commissioner solely on 
the basis of administrative ability. They 
are particularly grave in situations where 
the administrator-commissioner serves as 
chairman of the agency, operating at the 
apex, and enshrouded in a position of 
great magnitude which permits him to 
dominate many phases of the agency’s 
work. Many of the weaknesses of the pro- 
fessional administrator as commissioner 
are similar to those outlined in the article 
on laymen-commissioners. Their intellec- 
tual capacities may be limited, and their 
expertise in administration may be ex- 
aggerated. These men sometimes really 
lack trained and disciplined minds; they 
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must grope with problems with which they 
have little or no familiarity. Such people 
have proclivities towards oversimplifica- 
tion and superficiality. The sweep of the 
mind is wide, but often shallow. They are 
“generalists” par excellence, but in areas 
over which they make no pretense of ca- 
pacity to cope intrinsically. The dangers, 
however, are more than these. 


the first place, the professional ad- 

ministrator is steeped in methodology 
rather than in substantive knowledge. He 
is a master of pedagogy in an administra- 
tive sense, which may be innate or ac- 
quired. Stress is on process, procedure, 
and techniques. Relatively neglected, how- 
ever, may be such qualities as perspective, 
broad grasp, and overall patterns. Formal 
or informal training in administrative 


methods de-emphasizes the mental disci- 
pline and profundity exacted in the pro- 
fessions. They are equipped to deal with 
fairly simple and not multidimensional 
matters; many even have marked skill and 
tact in trouble-shooting problems. But 
such competence does not necessarily fit 
its possessors to contribute much to the 
affirmative force and drive of regulatory 
administration; neither does it prepare 
them to make decisions and take respon- 
sibility therefor at the administrative pol- 
icy-making level. 

As a corollary to this vulnerability, the 
administrative specialist is prone to over- 
emphasize management at the expense of 
policy decisions, and to react rather stat- 
ically to regulatory situations which re- 
quire dynamic and often unprecedented 
solutions. 


Professor Bernstein Tells Us: 


— expert in administration, like experts in other professions, tends to 

exaggerate the importance of his skills, the skills of management. He 
usually fails to note the limitations of his tools. He seeks to apply them in 
some uniform and impersonal fashion to matters which require variable treat- 
ment. He frequently strives to tailor the program of his agency to set the 
pattern of administration suggested by his inflexibile tools and skills. He is 
apt to insist on organizational patterns which satisfy his expert judgment, but 
which fail to facilitate the achievement of the organization's basic objectives. 
He is inclined to regard system and red tape as inviolate even though they 
may add little to or actually detract from the administrative process.''® 


Another Slant on Administrative Talent 
ees who are disposed to agree that 

public administration is a procedural 
instead of a substantive element may be 
content to consign this function below the 
top level in the regulatory hierarchy. 
Granted that the chairman of the agency 
will assume responsibility for its manage- 
ment ends, much of the actual perform- 
ance frequently is delegated to a highly 
responsible subordinate official, sometimes 
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in a semifiduciary relationship. This gen- 
eralization certainly is correct when ap- 
plied to several representative national and 
state commissions with which the writer 
has some familiarity. 

The faithful and protracted service of 
the secretaries of several national com- 
missions are so well-known that reference 
to their records here would be superfluous. 
A number of these men rose to positions 
of administrative pre-eminence in their 
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respective agencies, occupying eventually 
roles closely akin to those of permanent 
under secretaries in the much-lauded Brit- 
ish classified service. Not quite so familiar 
are methods employed in states. The mod- 
els used in this study are the New York 
and Wisconsin commissions, which are 
reputed to be two of the outstanding agen- 
cies in the United States, and the Maine 
Public Utilities Commission, which is 
representative of the better than average 
tribunals.”° 


HE secretary of the New York Public 
Service Commission assists the chair- 
man in the performance of the manage- 
ment function. The statute designates the 
chairman chief executive officer." He is 
assisted primarily in this task by the sec- 
retary, or comparable colleague named by 
the commission.” The secretary is in 
charge of the administration bureau of 
the department. Although the secretary is 
not a tenure employee, he is not, according 
to custom and practice, removed at will. 
He operates at an administrative policy- 
making level, subordinate to that of the 
chairman. Routine secretarial functions 
are executed at lower echelons in the hier- 
archy.* 
The organization of the Wisconsin com- 
mission shows many affinities with that 


of New York. The secretary is the chief 
administrative officer, answerable to the 
commission. The chairman, in conjunction 
with the other commissioners, determines 
policy matters. Below this, administrative 
responsibilities are delegated to the sec- 
retary. He is chief of the administration 
department, one of the six departmental 
subdivisions of the organization. The sec- 
retary has permanent civil service tenure, 
as do all other members of the agency, ex- 
cept the three politically appointed com- 
missioners.** 

HE title “official clerk” is something 

of a misnomer for the Maine Public 
Utilities Commission, because this official 
is assigned a type of work over and above 
ministerial functions. He acts as aide and 
chief administrator to the commission. He 
is charged with general housekeeping mat- 
ters and is concerned with regulatory items 
submitted to the commission for action. 
But in addition to these clerical duties, the 
secretary performs administrative tasks 
which require discretion, tact, and ex- 
pertise, subject, of course, to the collective 
will of the commissioners. He is appointed 
by the commission, with no time limit 
specified. The realities of his position can 
best be indicated by a description of the 
knowledge, skills, and abilities required.™ 


A DIFFERENCE between the three commissions, one largely of degree, is 
that New York elevates the office of secretary somewhat outside the classitied 
service and into the area of political sensitivity. But the relationship is rather 
flexible, varying from time to time with the dynamics of personalities and 
complexity of problems confronting the agencies. Human equations, rather 
than legal kinship, frequently determine the réle and status of administrative 
operations on all national and state agencies. The fact remains, nevertheless, 
that insight gleaned from explorations into three respected regulatory com- 
missions reveals that the bulk of the administrative function is performed on 
a plane above that of ordinary staff yet always subject to the jurisdiction 


of the commissioners. 
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A Look at Administrative Assistants 
) anions angle on the submersion of 
administration below the surface re- 
quires analysis of administrative assist- 
ants. In 1952 a total of 19 states had such 
an official: Ohio, New York, Minnesota, 
Connecticut, Kansas, New Jersey, West 
Virginia, Virginia, North Carolina, Wis- 
consin, Illinois, Massachusetts, Colorado, 
Washington, Kentucky (PSC), Michigan, 
Pennsylvania, California, and Georgia.” 
These states had from one to eighteen 
administrative assistants each, one being 
usual. Appointment was either by civil 
service or by the commission. No time 
limit was placed on any of the positions. 
The wide range of salaries suggested 
that although a few probably performed 
secretarial duties essentially, a consider- 
able number were well up on the salary 
scales to occupy places commensurate with 
positions of prestige and responsibility. 
No pattern was discernible in regard to 
administrative assistant-secretary posi- 
tions. 

Before the office of executive assist- 
ant was eliminated in New York, the 
official was primarily concerned with the 
administrative processes of the depart- 
ment, including budget, finance, and per- 
sonnel. The secretary then was occupied 
almost exclusively with regulatory details 
submitted to the agency for action. More 
recently, the major part of the duties of 
the executive assistant have devolved upon 
the secretary. 


Shortcomings of Subordinates 


oe reliance on subordinate officials 
for administrative work of a commis- 
sion is frought with pitfalls, both pro- 
cedural and organizational. At times it is 
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impossible to separate the administrative 
function from policy determination, be- 
cause the two are complementary and in- 
tricately intertwined.” If the official 
responsible for administration as its affects 
policy is insulated from the political cli- 
mate, a component element of the decision- 
making process is in the hands of irre- 
sponsible bureaucracy. But this danger is 
more apparent than real. The obvious 
guaranty against such a contingency rests 
upon proper procedural safeguards. These, 
in turn, depend upon a well-co-ordinated 
and integrated institutional setup. 
Another aspect that bears watching is 
the possibility that subaltern officials may 
arrogate to themselves a considerable 
amount of authority which was intended 
for policy makers. The history of regula- 
tion contains concrete examples wherein 
this possibility became a reality. At one 
time the Federal Power Commission was 
said to be under the domination of its ex- 
ecutive secretary.** More recently there 
were charges and countercharges that the 
general manager of the Atomic Energy 
Commission ran the show, pushing the 
commissioners into advisory capacities.” 
These difficulties occurred early in the his- 
tory of each agency, and were caused, in 
part at least, by organizational defects. 


t knw FPC originally was composed of 

three ex-officio and part-time com- 
missioners; it was quite natural for them 
to rely on permanent members. Subse- 
quently, after trial and error, the agency 
was reorganized with three full-time com- 
missioners. The case cited when the AEC 
was in its infancy was remedied by admin- 
istrative expediency. At first the general 
manager was a semi-independent official 
appointed by the President, but legislation 
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placed him in the administrative span of 
control under the collective thumbs of the 
five commissioners. Adequate organiza- 
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tion is assumed before critical analysis of 
the administrative function is undertaken 
for any regulatory agency. 
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Regulatory Process Must Have Good Administrators 

| nese article offers the suggestion that the administrative function is an 

integral part of the regulatory process. It concludes, however, that there is 
no logical basis to insist that administrative expertise should be the sole 
attribute for the selection of one or more commissioners. Although the chair- 
man has certain administrative prerogatives at the top of the organization, 
they are essentially matters of political direction. They are similar to the 
duties and responsibilities of the chairman of almost any board of directors. 
They are not analogous to techniques or methods by which ultimate adminis- 
trative policy decisions are made and responsibility therefor assumed. Below 
the policy determiners in any large organization, public or private, are expert 

managers and secretaries skilled in management. 


The role of the administrative function 
is not belittled when it is relegated to sub- 
ordinate status in the chain of command. 
The working hypothesis considered here 
is that the major portion of administra- 
tion is performed by ranking subordinates ; 
final responsibility, however, rests with 
the commissioners. Whenever defects ma- 
terialize, they often are those of organiza- 
tion or of personality difficulties rather 
than any inherent in the trichotomy of 
(1) policy direction, (2) administration 
or management, (3) staff expertise. 





Sina postulate which remains is that 
the function of administration or 
management is best performed by apolit- 
ical specialists who are responsible to po- 
litically chosen commissioners. For best 
results they probably deserve a position 
exalted from that of regular staff, yet in- 
ferior to top status. By either law or prac- 
tice, numerous commission secretaries 
enjoy this very focus today. Some of them 
approximate British permanent under sec- 
retaries in all but name.*® Others may be 
latently so. They may well be compared 
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with the rank of warrant officer in our 
military polity—high up in the chain of 
command, indispensable, and yet not re- 
sponsible for strategy and only occasion- 
ally permitted to delve into the realm of 


& 


tactics. It does not follow, though, that a 
warrant officer or professional adminis- 
trator should be elevated to primacy mere- 
ly because his contributions are essential 
to a large organization. 
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Those Utility Tax Payments 
/ \X/ ASHINGTON county, Oregon, is predominantly rural. There 


are no large centers of population. And this county has had 
to deal with a pressing tax and revenue problem. It continually needs 
more money, primarily for the schools. 

"The county, in other words, is in the same boat as multitudes of 
local governments throughout the nation. Despite rising property 
and other local taxes, there's never enough money to meet needs 
and desires. 

"This gives significance to something that happened in Washing- 
ton county the other day. The county's two largest taxpayers turned 
in their property tax checks. Both are business-managed utilities. The 
largest of the two is an electric company, the second, a telephone 
company. The payments marked all-time highs. That of the electric 
company alone—almost $255,000—would be sufficient to educate 
close to 700 county students. 

"Suppose, now, that the county didn't get these payments—be- 
cause the utilities were government-owned operations, and hence 
tax free. What would happen to the tax bills of all the remaining 
taxpayers? 

"This homely little illustration has a universal application. Every- 
where in the country where business-managed utilities are in opera- 
tion they are among the largest and most dependable taxpayers. 
Actually, something like 24 per cent of all power company revenues 
go to loderd, state, and local governments in taxes. 

"The way to inflate our already brutal tax burden is adopt more 


Socialism.’ —EXCERPT from Industrial 
News Review. 
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The Role of the Employee Magazine 


By E. N. POPE* 


Why not use the medium of the em- 
ployee magazine to inform employees 
as to how government ownership affects 
their jobs? Such articles, keyed to their 
self-interest, will be read and contribute 
to better understanding of the problems 
and goals of management. 


CCT, ‘VER so often an employee asks, 
‘Why do you keep on feeding us 
so much stuff about TVA, REA, 

and the government power situation in 

general?’ 

“In the first place, every employee of an 
investor-owned utility, like Carolina 
Power & Light, has, or should have, an 
interest in what is being done by govern- 
ment power advocates to undermine the 
security of power company employees. 
Anything that affects the security of your 
company affects your own security. It 
seems to me therefore that instead of 
questioning the advisability of devoting 
liberal space in the [company’s employee 
magazine] Spotlight each month to what 
is going on in the public versus private 
power fight, employees should welcome an 
opportunity to be kept abreast of develop- 
ments. 

“The controversy is no longer a partisan 
matter. Whether you are a dyed-in-the- 
wool Democrat or a rock-ribbed Republi- 

*Director of advertising and sales promotion, 


Carolina Power & Light Company. For additional 
personal note, see “Pages with the Editors.” 
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can is of no concern to the company. Facts 
are facts regardless of their political 
origin. A proposal to undermine your se- 
curity is no less damaging if it happens to 
originate with the political party of your 
choice. If someone starts hacking at my 
neck, my first thought is my defense. The 
pain is not lessened if I happen to learn 
that the person doing the hacking and I 
are members of the same political party, 
church, or civic organization. 


ol ee information given you from 
time to time in the Spotlight re- 
garding the public versus private power 
fight is based upon fact—every word. It is 
provided in the hope that every employee 
of the company is interested in fortifying 
himself or herself with facts in order that 
he or she may be in better position to de- 
fend not only the company but his or her 
position with the company. Keeping 
abreast with what is going on in the fight 
to protect investor-owned utilities against 
further encroachment by government may 
not make you a better meter reader, it may 
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not improve your ability to pound out a 
letter on a typewriter, it may not improve 
your efficiency as an engineer, accountant, 
or sales representative, but it will make 
you a better employee. 

“Think it over—we think you'll agree.” 


HE above is an editorial which ap- 

peared under my by-line several 
months ago in the employee magazine of 
Carolina Power & Light Company, the 
Spotlight. It serves as a basis for the fol- 
lowing discussion. 

Although the editorial was prepared for 
employee reading, the very fact that an 
employee occasionally voices opposition to 
the use of a company publication for the 
discussion of public power emphasizes the 
necessity for the launching of programs 
designed to create among employees a 
self-interest in such matters. 


Too Much Trivia 


| agen of the electric utility indus- 

try should not be criticized for an at- 
titude which company publications have 
helped to develop. It has been my observa- 
tion that most employee magazines in the 
electric utility industry have devoted 
themselves to trivia. True enough, an em- 
ployee likes to see his name in print. It 
tickles his pride when he sees a photograph 
of himself engaged in the pursuit of a 
hobby in which he has a consuming inter- 
est. 

Employees generally like to know 
what is being done by employees in other 
areas of the company system. I cannot 
help but wonder, however, if on occasions 
employees, themselves, do not wonder why 
the company continues to finance a pub- 
lication which, after it is read, leaves the 


employee uninformed regarding matters 
of company policy or plans and programs 
which have a direct influence upon his own 
well-being. 

The average tenure with the company 
of our more than 2,000 employees is in 
excess of twelve years. That fact alone 
would seem to indicate that the average 
employee of the company is interested in 
his work and expects to continue with the 
company to retirement. There are, of 
course, exceptions. If there were not, we 
would not be asked on occasions why we 
persist in the publication of certain types 
of information in which the employee ask- 
ing the question has no interest. 

However well accepted the employee 
publication may be, it cannot do the whole 
job of employee education even if every 
employee reads every word of every issue. 


Why Employees Are Apathetic 


‘T° my way of thinking, there are two 
reasons why some employees fail to 
share management’s interest in all mat- 
ters discussed in the employee publication. 
First, a good percentage of employees 
came of age under a philosophy which dif- 
fers widely from that which influenced the 
“old-timers.” In the case of the “old- 
timer” jobs were scarce. The very fact that 
he was able to get on somebody’s payroll 
instilled within him a certain degree of 
loyalty which the new philosophy seems 
not to embrace. He worked hard and he 
worked many hours. He did not object to 
taking on new assignments and additional 
responsibilities without a commensurate 
increase in pay. Next to his family and 
possibly his church, his job was the most 
important thing in his life. 
In recent years, jobs have been plenti- 
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ful; and, unfortunately, too many of our 
young men and young women have come 
out of college with the understanding that 
they do not have to work—that their se- 
curity is a government responsibility. A 
job, therefore, is weighed in terms of 
whether or not it will produce enough in- 
come to meet immediate demands, and at 
the same time not impose too much of a 
burden in terms of time and effort. The 
recounting of an interview I had with a 
job applicant not too long ago will illus- 
trate what I mean. 


Modern Job Attitudes 

HE young man in question was about 
to finish college as a journalism 
major. He wanted a job in advertising. It 
so happened that we were anticipating a 
vacancy in our advertising department at 
the time he made his application. His fam- 
ily background, appearance, his grades in 
college, and recommendations he brought 

with him all were in his favor. 
I began to describe the job requirements 
when he interrupted by saying that he 
would like to ask me a few questions. He 


proceeded with the following: How much 
does the job pay? Would I have to work 
on Saturdays? How many holidays does 
your company give employees? How much 
vacation with pay? If I begin work with 
your company after graduation, how much 
vacation will I get during the summer 
immediately following? 


¥ suddenly occurred to me that this 

young man did not want a job. He 
wanted to be on somebody’s payroll but 
seemed little concerned with earning the 
right to get on it or stay on it. It was 
abundantly evident that he did not want 
his work to interfere with his pleasure. 

Fortunately, the new philosophy has not 
influenced all young people to that ex- 
treme. Regardless of the care with which 
applicants are screened, we employ some 
who take the position that they were em- 
ployed to perform a specific task—no more 
or no less. They do not have to worry 
about long hours. They do not care to con- 
cern themselves with matters which are 
not directly connected with their job as- 
signments. 


We Do Not Spark Their Self-interest 


che next reason why some employees fail to share management's interest 
in certain matters discussed in the employee publication is our failure to 
conduct on a continuous basis courses of Hs i om or training designed to 
relate such matters to employee self-interest. Wanting an employee to read 
all that is ‘omer in the company magazine about government power is one 


thing. Making him want to read it is a thing entirely different. All of us, at 
whatever level we may fit into the organization, read what we want to read. 
If government encroachment in the electric utility industry is something an 
employee knows nothing about and consequently cannot relate to his own 
well-being, he concludes that articles on the subject are published in the em- 
ployee magazine to suit the whims of management and is perfectly satisfied 
to leave the reading of such articles to those members of the organization 
who can relate them to a self-interest. 


fection. We believe it is a better publica- 


\ \ J© make no claim at CP&L that our 
tion than it was a few years ago. We know 


employee magazine is a model of per- 
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that it can be further improved. We are 
willing to make any further changes in its 


munication, to an understanding that the 
job of defending the company against gov- 


ernment inroads is a job for every em- 
ployee on the payroll—that anything 
which has an adverse effect upon the com- 
pany will have an adverse effect upon 
every employee of the company regardless 
of the nature of his job. 


editorial policy which may be designed to 
make it a better means of communication. 
We know perfectly well, however, that it 
will never serve a maximum advantage 
unless and until employees generally can 
be brought, through other means of com- 





Responsibility of Government 


"". .. by a curious sort of inverted logic, many people do argue—or accept 
as a matter of course—the proposition that the federal government must 
grow larger in size, cost, and complexity simply because the nation's popu- 
lation is rapidly growing larger... . 

"Indeed, the question as a whole is not so much of population but of 
choice. Whatever one may think of the political philosophy of large or of 
limited government, the most important practical decision is what level of 
government should do the things the people think should be done by govern- 
ment at all... . 

"And it can hardly be emphasized too much that it is on the lowly ground 
of the local community, not in the abstract entity of the national govern- 
ment, that the population pressures are in fact felt and are important. It 
is there that the problems arise—as well as the advantages of added pros- 
perity that may come from having a growing number of producers in a 
growing population. But if the problems are transferred to Washington, the 
advantages—along with local control and responsibility—disappear. . . . 

"It stands to reason that a sizable reduction of federal spending would 
put the localities in much better shape to deal with such additional questions 
as may be occasioned by population pressures now and in the future. We 
are constantly told, however, that such a reduction is not in the cards, that 
it is politically unrealistic to expect Washington to cease carrying on waste- 
ful and needless programs or get out of the many activities which by their 
nature should be left to localities. 

"But such political realism, if that is what it is, is rapidly running into a 
political reality. Government today, all down the line, is in crisis, The fed- 
eral government has paid its way only a few years out of the last thirty; 
state after state is running out of money and even out of ideas for new tax 
gouges; and everywhere people are getting fed up with constantly rising 
taxes. 

"In that situation something has to give; choices must finally be made. 
The choice had better not be the counsel of those who say, with little logic 
and less dignity, that the more Americans there are the more wards of 
Washington there must be. 

"That is a choice for which we may be sure the future population, what- 


ever its size, will not thank us." 
—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Electric Power and Civil Defense 


By RALPH V. H. WOOD* 


No one can provide a perfect blueprint that will assure us of power in case 
of attack. The Office of Civil and Defense Mobilization has assigned responsi- 
bility for electric power in case of national emergency to the Defense Electric 
Power Administration. Our best bulwark against catastrophic nuclear attack 


is the electric industry's capacity to plan ahead and ability to get "back into 
operation" after disaster strikes. 


ENIN said, “The closest way to Paris is 
through Peking.” We lost a con- 
tinent with 600 million people to the 

hammer and sickle. 

The Soviet leaders—they use power and 
exercise their ambitions. They are not even 
troubled, as we might be, by the sort of 
conscience which “doesn’t prevent you 
from doing anything—it just keeps you 
from enjoying it!” 

Training for the nebulous task of long- 
time survival is a sizable undertaking. 
Maintaining indefinitely a high state of 
training and readiness is more difficult. 

Today, electric energy is the lifeblood 
of the industrial might of our nation. 

*Director of defense, Philadelphia Electric Com- 


pany. For additional personal note, see “Pages with 
the Editors.” 
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Thus, in the deadly game of survival, the 
electric power industry plays a vital rdle 
in meeting the challenge of the Communist 
bloc. 

Let us consider, from this angle, elec- 
tric power as it is today and its long-range 
prospects. This will include an examina- 
tion of the ability of the industry to re- 
cover from enemy attack, as well as areas 
that require further study and appraisal. 


Russia-United States in the 
Electric Power Field 


HE electric power industry recognizes 

the formidable Russian achievements 

that have made it the second industrial 
nation in the world. 

The Soviets have a total capacity of 48 
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million kilowatts for a population of more 
than 200 million people. We have 150 mil- 
lion kilowatts used by our 175 million peo- 
ple. 

While not minimizing their achieve- 
ment, there is actually more generating 
capacity under construction for the next 
three years in this country, than exists in 
all of Russia. 

Russia expects to install 60 million more 
kilowatts within eight years, while the in- 
crease for the United States may be esti- 
mated at around 125 million, including 
industrial plants. Thus by 1965, Russia’s 
ratio could increase to around 40 per cent. 

Although no data are available, it seems 
almost certain that Russian residential use 
is far less than ours—and presumably the 
proportion used for the war or defense 
purposes is much larger than in the United 
States. 

On an overall basis, Soviet output per 
capita is only one-fourth of that in the 
United States. Measured by this ratio 
alone, it is about twenty years behind the 
United States. 

Historically, the Russians have failed to 
reach their objectives. Conversely, the 
United States electric power industry 
shows planning which has been more than 
substantial in the actual record. 

Alexander Pope said, “It is with nar- 
row-minded people as with narrow-necked 
bottles; the less they have in them, the 
more noise they make in pouring it out.” 


1958 and the Future—U. S. 
Electric Power Industry 
O-= of the more noteworthy trends dur- 

ing the 1957-58 recession was the 
continued orderly progress of the electric 
power industry. While industrial produc- 
tion, as measured by the Federal Reserve 


Board, declined over 19 points, electric 
production more than held its own. 

It requires about three years’ “lead 
time” to get new production facilities 
ready for use. Thus temporary recessions 
do not cloud the industry’s long-term 
planning. 

Generation by all components, excluding 
railway and industry, was in excess of 640 
billion kilowatt-hours, an increase of more 
than 10 billion kilowatt-hours over 1957. 

Bulking heavily in that record is the 
constantly increasing residential use per 
customer, now approximately 3,400 kilo- 
watt-hours. At the beginning of World 
War II, it was at an annual rate of 1,000 
kilowatt-hours. Ten years from now it is 
expected to more than double today’s 
usage. 

The constant increase in the number of 
customers—last year the industry added 
another 1 million—is another mainstay. 

New electric plant investment approxi- 
mated one-eighth of all business invest- 
ment in 1958. Fourteen million kilowatts 
of new generating became operative, for 
the largest single annual increase in the 
industry’s history. 

Construction by electric companies in 
1959 is expected to equal the $3.8 billion 
spent in 1958 for new plants and equip- 
ment. 

Electric power, a growth industry, with 
considerable insulation from gyrations of 
the business cycle, is important to investors 
—of which there are presently nearly 4 
million—and to employees and to cus- 
tomers. 

Research 
AS the electric power industry continues 
to grow, new problems will con- 
stantly arise which must be solved by re- 
search. 
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If we look to the future, it is most likely 
that there will be rather radical develop- 
ments. 

New ideas must be introduced so that 
systems will meet conditions practically 
and economically. For example, it seems 
unlikely that the size of generating units 
and of power plants can economically con- 
tinue to get bigger and bigger, or that volt- 
age for main transmission can go higher 
and higher, indefinitely. 

Galileo as a boy watched the movement 
of a lamp which had been set swinging by 
a gust of wind. The chain by which it was 
suspended from a high ceiling was of 
such length that the arcs decreased very 
slowly. No matter how far the pendulum 
swung, its movement consumed the same 
time. 

Sixty years later, the old man sat writ- 
ing a new theory—the regularity of a 
swinging pendulum might be combincd 
with a spring mechanism to improve the 
unreliable clocks of that era. He did noth- 
ing about it. 

A number of years later, just 300 years 
ago, another man took the notes and in- 
vented the pendulum clock. 


eer nearly a century does not 
elapse in the electric power industry 
between the idea and its application. 
Capability and technical skills involved 
in the conception, design, and development 
—superior engineering talent working 
with the equipment and apparatus manu- 
facturers—make for system reliability. 
The great strides in productivity and 
the resultant elevation of living standards 
are due in no small measure to the use of 
electric power. The electric industry knows 
that the nation’s survival may well depend 
upon our industry’s continued progress. 
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Nuclear Power 

UCLEAR power, demonstrated just 

sixteen years last December in the 

University of Chicago laboratory, is grow- 

ing up, but it will take some time to mature. 

The first practical reactor was in 1953, 

and power from hydrogen fusion is a fu- 
ture potential. 

Construction continues on five major 
projects in the United States, aggregating 
597,000-kilowatt capacity. These will be 
completed by the end of 1960. 

One hundred and thirty-one companies, 
serving most of the nation’s consumers, 
were participating in one or more of 
28 nuclear projects at the end of 1958. 
This includes 16 announced nuclear 
power plant construction projects, involv- 
ing a total utility company investment of 
more than $540 million. 

Last November, there was formed the 
largest nuclear power group in the United 
States, composed of Philadelphia Electric 
Company and more than fifty other elec- 
tric utility companies. 

The formal proposal filed with the 
Atomic Energy Commission covers the de- 
velopment and building of a high-tempera- 
ture, gas-cooled nuclear plant, which will 
provide a major short cut to the nation’s 
goal of economic nuclear power. 

The $24.5 million, 40,000-kilowatt, 
prototype plant would be completed in 
1962 or early 1963; built, owned, and op- 
erated by Philadelphia Electric Company 
on its property at Beach Bottom, Pennsyl- 
vania. 


Planning for Catastrophic Disasters 
a” general, this includes the determina- 
tion of the damage, the man power to 
make prompt restoration, the tools, equip- 
ment, and material required, and getting 
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these to the places where needed in the 
shortest time. 


? | ‘HAT was easily stated, but there are 
many steps along the way: 


1. Establish central control where pos- 
sible. 

2. Utilization of meteorological 
warnings and storm tracking. 

3. Integration of prerecruited volun- 
teers from nonoperating departments 
for telephone call taking, line patrolling, 
and other duties such as housing, feed- 
ing, and transportation of restoration 
workers. 

4. Preparation and issuance of in- 
struction manuals to cover these activi- 
ties. 

5. Listing of other companies and 
contractors with their key people. 

6. Decentralization and additional 
field supervision to direct the aug- 
mented man power. 

7. Providing additional transporta- 
tion, tools, equipment, and materials. 

8. Advance installation of additional 
telephones. 

9. Holding practice drills, with simu- 
lated emergency conditions. 

10. And, finally, keeping the public 
informed. 


The Eastern Seaboard 1958 Snowstorm 
HEN disaster strikes, it is too late to 
do the planning, stockpiling, “who 

will do what, when, and where.” Experi- 

ence then becomes priceless. 

The snowstorm which struck the eastern 
seacoast on March 19, 1958, gave the elec- 
tric utilities another test of restoration 
procedures. 


Storm tracking, established among com- 
panies in the eastern part of the U. S., pro- 
vided detailed information—wet snow as 
far south as Virginia and extending to 
central Maine—transmission and distribu- 
tion facilities hard hit by the weight of the 
clinging wet snow and from high winds 
which snapped poles and wires. 


WENTY 110,000- to 220,000-volt 

lines were down. In some cases this 
resulted in isolation of generating sta- 
tions. Damage was twice that of Hurri- 
cane Hazel in 1954. 

A tremendous job had to be done to 
restore service. 

Regular trained volunteers worked long 
and hard. These men and women were not 
doing things on an impulse and on the 
spur-of-the-moment manner. Their ac- 
tions were backed by careful planning and 
much thought. 

Helicopters were used for patrolling 
lines and to bring in men and materials to 
restore major lines in otherwise inacces- 
sible areas. 

Mutual aid plans, in being, enabled 3,- 
000 workers to be brought in to help in the 
restoration of 1.6 million customers. 

These well-trained outside company 
crews moved in by airlift. Tree trimmers 
and electrical contractors were employed. 
Equipment, properly tailored for the mis- 
sion, came by roads, as soon as passable. 
This rapid assembly was accomplished 
only because of advance plans. 


Storm Proofing, an Aftermath 
I“ a few days the catastrophe and its re- 
sulting trials and tribulations are soon 
pushed into the background. That is, ex- 
cept for those in the electric power indus- 
try. 
AUGUST 13, 1959 
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EVEN though electric transmission and distribution facilities had been 
strengthened to withstand another Hurricane Hazel, heavy, wet snow 
in the March storm represented problems of a sort not heretofore 
encountered. Analysis of system damage and service interruptions 
brought out the need for a different type of system-wide storm 
prooting, the major portion of which will be completed within the 
next few years. Transmission systems will have reinforcement of steel 
towers, a change of ground wire assemblies, use of larger diameter 
ground wire, and installation of sleet melting facilities, particularly 
in such places as river crossings. 

Lines of lower voltage will require not only similar changes, but in- 
stallation of additional lines and accelerated pole replacement pro- 
grams. This storm proofing is designed to minimize the effects of the 
worst storms recorded, to assure customers of greater service re- 
liability. Thus strengthened, such systems will be better able to with- 


stand enemy attack. 


Planning in a World of Uncertainty 
Ww™ the Communist intent to rule the 
world, this is a task analogous to 
preparation for a specific football game 
and postponing the contest to a day in the 
indefinite future, to be selected without 
warning by your opponent! On the other 


side of the coin, we must not squander 
our substance in a mad rush “to stop the 
Commies.” 

Let us define civil defense as the entire 
body of emergency actions for which gov- 
ernment (federal, state, and local) is re- 
sponsible, in meeting civilian requirements 
in the event of disaster including enemy 
attack. Industry in its turn must utilize all 
its resources and capabilities to cope with 
emergency conditions. 

The electric power industry, as an in- 
dustry, probably has done as much de- 
tailed hard work on preparing to get back 
into business after a nuclear attack as any; 
and has had a wealth of experience 
through actual battles with the elements. 
I purposely use the words “back into busi- 
ness” rather than the word “survival.” 
Men and women of the industry are used 
to doing just that after any disruption. 

Organizations differ in what they con- 
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sider as a standard. In the popular mind, 
electric service is: You flick the switch, 
lights come on, wheels turn, and industry 
comes to life. But it takes more to become 
a four-star general of industry and a good 
neighbor; much more than tower lines, 
enormous generators, gigantic dams, and 
hydro plants. Battles are fought by men 
as well as weapons. The determination of 
men—on the poles, in the boiler room, tur- 
bine hall—to do their job despite any 
hazard, is what will win. They are dedi- 
cated and know their jobs. These are an 
elite group. 


Defense and Recuperation Planning 

seme utility management is actively 

interested in plant security to protect 
employees and the properties which pro- 
duce the lifeblood of the community. The 
loyalty of all the men and women who 
make up the employee groups has made 
security plans effective: 


a. To decrease the threat of sabotage 
by control of admittance to properties 
—by studies of risks and hazards, to es- 
tablish the protective measures re- 
quired, utilizing existing organizations 
and material through adjustment of 
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normal peacetime _ operations. 

b. To interchange continually ex- 
periences with many companies so as 
to develop new ideas, and incorporate 
them in the planning. 


The protection of company property 
against espionage, sabotage, and other 
malicious damage or destruction is pri- 
marily the responsibility of department 
heads, with the person in direct charge of 
a property responsible for its security. 

Employees, asked to show proof of U.S. 
citizenship, are photographed and finger- 
printed, and then receive a tamper-proof 
identification card which includes their 
photograph. Personnel employed at op- 
erating properties are furnished by the 
gate guard with a picture badge to be worn 
in the plant. Guards installed on a 24-hour 
basis. 

Visitors not permitted in operating 
properties, except those which have a 
specific interest. Operating men, deputized 
by state authority, receive continual train- 
ing in the use of weapons. Areas fenced 
for employee parking; perimeter lighting 
and black light installed. 

Security plans are tested through the 
co-operation of the Army, Navy, Coast 
Guard, FBI, state police, and local police. 


ee plans permit manage- 
ment to retain control of an or- 
ganized force without going through a 
period of chaos. Separate emergency cen- 
ters or rendezvous points house assigned 
management, engineering, load dispatch- 
ers, and other departments. All such cen- 
ters manned during alerts. Thus, key per- 
sonnel can be located, essential operations 
started, and communications re-estab- 
lished. 


Following an attack, personnel on duty 
in operations are expected to hold their 
stations. Personnel not scheduled for re- 
porting and not on duty remain in their 
homes until advised to report. 

Essential drawings duplicated and filed 
at emergency centers. Other records of 
great importance are deposited in a rela- 
tively safe, but readily accessible, location 
in the form of microfilm. 


| igen building is organized for protec- 

tion and care of all persons within the 
building and for the property itself. Plans 
for feeding and bedding of emplovees are 
made and in some locations actual stocks 
of food maintained. 

Periodic check up made of all fire-fight- 
ing equipment. Plans for dispersal of 
designated transportation equipment and 
major vital materials. Key personnel pro- 
vided with identification for unmarked 
automobiles. 

Communications strengthened and al- 
ternate means established, including two- 
way radios. Communications teams or- 
ganized and trained for decentralization. 
Portable generators in place. 

Liaison with Civil Defense to provide 
technical advice. Liaison personnel report 
to Civil Defense control centers at all 
alerts. 


The Nevada Atomic Test 
W: wanted to find out the effects of an 
atomic explosion on electric supply 
systems ; the extent of damage in areas be- 
yond the total destruction; the nature of 
repairs to restore service; and the ability 
of the electric systems, in comparison with 
the load served, to withstand an atomic 
explosion. 
The atomic device was on a 500-foot 


AUGUST 13, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


steel tower. Identical electric systems, one 
located one mile and the other two miles 
from the tower, were erected, tested, and 
in complete operating condition to simu- 
late service to the buildings in these areas. 

The preliminary yield figure was of the 


order of 30 kilotons, with damage reach- 
ing out for about three miles. 

Three hours later, when the radiation 
intensity at the one-mile line was of the 
order of 24 milliroentgens per hour, our 
evaluation team went into the test area. 


Bomb Damage No Worse than Windstorms’ Effect 


T the one-mile line, gleaming in the early morning sunlight, was our sub- 
station steel, standing erect. Nearby were the ripped and crumpled re- 
mains of the aboveground portion of a two-story brick house. All damage 
to the electric utilities at the one-mile installation was moderate, similar to 
that caused by severe windstorms, and was due to blast and missiles. The 
identical electric supply system in the two-mile area had no damage, as de- 
termined by observation and test. The dwellings at this location suffered 
severe damage to windows and doors, with some interior damage. 

From a radiation hazard point of view, none of the equipment sustained in- 
duced radioactivity. The test area was found to be safe enough at that time 
to have allowed repair crews to enter, and to have remained for a full day's 
work. No significant damage to a equipment occurred from thermal 

radiation. 


The major substation and switchyard 
equipment, which is the most difficult and 
time-consuming to repair, suffered rela- 
tively little damage in an area where 
typical urban residential dwellings were 
severely damaged. 


An Atomic Bomb Test Exercise 
-, eamconmegel has been gained from 

several studies of the effects of 
nominal (20 KT) atomic weapons on 
major critical areas of electric power sys- 
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tems. Further knowledge has been gath- 
ered from the Nevada atomic test and the 
recently released book—“The Effects of 
Nuclear Weapons.” 

But what would happen if a 15-megaton 
(equivalent to 15 million tons of TNT) 
bomb were exploded over the heart of a 
city with a 2 million population? How 
much damage would result? How should 
the electric utility proceed after a calamity 
of such gigantic proportions? It was de- 
cided to find out. 
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Damaged areas, determined from scal- 
ing charts, pointed out that some 1,250,- 
000 people were casualties. All generating 
stations in the city were gone, but so was 
the load supplied. 

For the purpose of this test, it was as- 
sumed sufficient warning had been given 
to man the several emergency headquar- 
ters some distance in the country. (We 
recognize that with the advent of the 
ICBM there may be no warning time. ) 


N the area within a 44-mile radius of 
the blast there was no problem. Death 
and destruction had removed all need for 
electric service. A high concentration of 
deadly radioactive contamination kept out 
repair crews and shut down additional 
generating stations through denial of man 
power. 

Normal communications — telephone, 
commercial radio—were nonexistent. 
There was no flood of complaint calls! 

The immediate task was to marshal all 


available forces; move in from the pe- 
riphery; assess the amount, scope, and 
relative importance of the damage; make 
safe that which was dangerous; clear that 
which constituted an obstruction ; and thus 
restore essential services. 

Would there be panic? We donot know. 
To date there never has been experienced 
in the United States, an outdoor panic. To 
be sure, we have had panics indoors. 


Defense Electric Power Administration 
S i= federal government is responsible 

for direction and co-ordination of the 
total national effort with the Director of 
the Office of Civil and Defense Mobiliza- 
tion (OCDM) acting for the President. 
Responsibility for electric power has been 
delegated by OCDM to the Department of 
the Interior through a Defense Electric 
Power Administration (DEPA), with 
liaison established between the industry 
and local and state governments and 
regional OCDM offices. 


UNDER emergency or attack conditions DEPA will be the claimant 
agency for the electric power industry; assign priorities for and make 
allocation of materials and equipment necessary to maintain an ade- 
quate power supply; direct the usage and curtailment of energy; 
direct as necessary other actions of the electric utilities; perform 
other delegated responsibilities necessary for the nation's survival 
and military actions. 

DEPA has established 16 field electric power areas, each headed by 
a federally appointed director and alternates. These areas coincide 
generally with power pools, already established for efficiency in op- 
erating, which join together several electric systems. Often these 
do not coincide with government boundaries. Mutual aid agreements 
between companies provide for transfer of large blocks of power, 
equipment, and man power. 


twenty-four hours after an attack on the 


After a surprise attack or declaration 
United States mainland. 


of a national emergency, area directors 
will function as full-time federal em- 
ployees on the basis of Interior-delegated 
authority. Delegations go into effect 
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ly an attack situation electric power must 
be supplied to inhabitable areas to keep 
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those alive that are alive, to the military, 
and to designated industry. 

DEPA shall have full control and use 
of materials, supplies, equipment, and man 
power in the possession of utilities at the 
time of the emergency. 

Materials, equipment, and man power 
not needed for restoring and maintaining 
essential service will be available for 
requisition by OCDM echelons. 

In the restoration of essential service 
following an attack, additional materials, 
equipment, and man power needed will be 
requested by the local utility from any 
available source, with assistance if neces- 
sary through the area director. 


Final Observations 

WEALTH of data on the present status 
of the industry is available through 
the Federal Power Commission and the 
Edison Electric Institute. In this limited 
space only high lights have been touched. 
Inspections by the Department of De- 
fense provide a continuously up-to-date 
reporting, not only on physical conditions 
but personnel training. These stimulate in- 
terest in plant security but, being realistic, 
the surveys have not been able to fully 
strike a responsive chord in all areas. 
There needs to be developed, among other 
things, a better motivation—a carrot on 

the stick—if you will. 
As with parents who proudly show off 
their children, industry is ever anxious to 
display its new developments ar7 fine 


plants. But security-minded managements 
have to discourage plant visits. This be- 
comes a particularly onerous task when 
federal agencies, for reasons which to 
them seem sufficient, are not adverse to 
visitations which expose properties to fish- 
bowl scrutiny. 

The official report on the Nevada test 
participation, on file with the Atomic 
Energy Commission, is a story in far 
greater detail than earlier outlined. It 
should be studied in broad context with 
the test reports of other industries. 

Of almost equal importance to the test 
report is a 25-minute color motion picture 
produced by the electric industry, de- 
picting the electric power portion of the 
test, and with scenes from other indus- 
tries to create additional interest. Copies 
with sound track have been distributed 
throughout the United States. 


HE wheels of our democracy some- 

times turn too slowly at this crucial 
point in history. The DEPA plan already 
outlined has been in production several 
years. Just recently the area directors re- 
ceived their formal appointments. The 
plan lacks status, with only such weight 
and authority as may be accepted volun- 
tarily. 

In this “age of peril,” it is recognized 
that electric power is only one facet of our 
economy—as it is today, as it projects into 
the future, and its ability to recover from 
enemy attack. 





“MORALLY, politically, and economically, the supreme issue of the twentieth 
century is whether the state is to be the master or the servant of its individual 
citizens. Liberty is integral. One form of freedom begets another, just as 
tyranny in one field breeds tyranny in others." 

—WILLIAM HENRY CHAMBERLIN, 


Author and columnist. 
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Washington and 


the Utilities 


Further FPC Advertising 
Expense Hearing 


HE Federal Power Commission has 

agreed to direct its examiner to give 
the electric companies another hearing on 
the controversial antipublic ownership ad- 
vertising expense. This came as part of 
FPC’s July 15th order in sustaining its ex- 
aminer’s earlier ruling that the electric util- 
ity group could not justify accounting 
treatment of the costs of certain advertis- 
ing as operating charges. The FPC exam- 
iner has been directed to give the com- 
panies another opportunity to present evi- 
dence which would show that their adver- 
tisements were not political. 

FPC rules of accounting specify that the 
cost of political advertisements must be 
charged to stockholders as miscellaneous 
income deductions rather than to customers 
as operating expenses. The commission’s 
action did not rule, however, on the broad 
question of whether the utilities’ adver- 
tising campaign was political. Instead, the 
ruling merely prohibits, as not being re- 
lated to the political nature of the adver- 
tisements, the presentation of evidence by 
the private companies of the growth of the 
government utility threat as a means of 























justifying their campaign, The advertis- 
ing in dispute was part of a 1957 campaign 
sponsored by “America’s Independent 
Electric Light and Power Companies.” 
The advertisements indicated that public 
power received tax and other advantages 
to compete unfairly with private com- 
panies. 


Fre Presiding Examiner Marsh at a 
hearing last January 6th ruled that evi- 
dence offered by the companies should be 
excluded because it was intended to justify 
their charging the advertising expenditures 
to the operating expense account on the 
basis of the competition existing between 
publicly owned and privately owned elec- 
tric power companies. He held that this 
was contrary to the position of the FPC 
staff and to decisions of the commission 
generally that expenditures involving the 
presentation of argument in matters of 
political controversy should be accounted 
for as miscellaneous income deductions 
rather than as operating expenses. 

The FPC issued an order on August 1, 
1958, questioning the treatment accorded 
by 76 electric utilities for the cost of nine 
of the 26 advertisements involved in the 
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1957 ECAP program. After prehearing 
conferences, hearings got under way on 
January 6th, at which Examiner Marsh 
made his ruling excluding the evidence. 
The companies then appealed to the com- 
mission, which heard oral argument Feb- 
ruary 26th. 

The FPC said that with one exception, 
the nine questioned advertisements “ap- 
pear on their face to involve the presenta- 
tion of argument in matters of political 
controversy, have as their primary pur- 
pose the influencing of public opinion as 
to proposed legislation or the repeal of 
existing laws, and have a direct relation- 
ship to political matters.” The FPC added 
that in its judgment the evidence thus far 
proffered was “without probative value to 
show the contrary with respect to any of 
these advertisements.”’ Even if the evidence 
were admissible because of its relevance 
to the issue of whether the questioned ad- 
vertisements are political or nonpolitical in 
character, the FPC said, it is “without 
weight to prove that these advertisements 
are in fact nonpolitical.” 


; i companies argued that the expend- 
itures were ordinary, necessary, just, 
and reasonable in the operation of their 
businesses and were intended to promote 
the sale of electricity and enhance their 
credit standing. They also contended that a 
requirement classifying the expenditures 
below the line would violate a section of 
the Federal Power Act providing for pro- 
ceedings in which accounting entries ques- 
tioned by the commission may be justified. 
A further argument by the companies was 
that their right of free speech would be 
violated. 

Declaring that there was no question of 
any violation of any right of free speech, 
the FPC said that the companies are free 
to make these advertising expenditures. A 
requirement that they be paid for by the 
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stockholders rather than the ratepayer 
would not constitute any violation of the 
First Amendment, the commission as- 
serted. Noting that some of the companies 
have indicated that they may want to pre- 
sent other types of evidence which they 
deem material and relevant to show the 
nonpolitical character of the advertise- 
ments, the commission said it was return- 
ing the case to the presiding examiner for 
further proceedings consistent with its rul- 
ing. The FPC’s order directs the examiner 
to reconvene the hearing at a time “most 
convenient to those concerned.” 


Pppwrgne John B. Hussey and 
Arthur Kline each filed a separate 
concurring opinion. Commissioner Hussey 
indicated that when there is actual com- 
petition, it is proper for the privately 
owned companies to use advertising to call 
public attention to a tax burden borne by 
them from which publicly owned com- 
panies are exempt. However, he said, some 
of the advertisements involved in these 
proceedings go beyond the function of 
public education and ask why something 
is not done about this inequity. When 
remedial action is called for and the only 
such action possible would be enactment, 
amendments, or repeal of laws, the 
remedial action sought would necessarily 
be political in nature, he asserted. There is 
a serious question, he continued, as to 
whether this call for remedial political ac- 
tion would not, by its nature, render the 
advertisements political in character. 
Testimony showing that actual and real 
competition exists between certain private- 
ly owned and publicly owned utilities and 
that advertising by the private companies 
seeking to establish good will or to secure 
patronage from other taxpayers on the 
grounds that the privately owned utilities 
bear their respective share of the country’s 
tax burdens would be admissible, Commis- 
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sioner Hussey said. However, he con- 
tinued, the offer of proof indicates that 
the proffered evidence would reopen the 
private versus public power battle. The 
basic philosophies underlying private 
versus public ownership are matters which 
would more properly be directed to the 
Congress, he said, adding that its introduc- 
tion into these proceedings would only 
serve to emphasize the “political” nature 
of the advertisements calling for remedial 
action. 


Gey eruapsing Kline said that in view 
of the fact that the proceeding deals 
only with the classification of certain ex- 
penditures for accounting purposes, he 
concurred with the majority that the prof- 
fered evidence should be excluded. He said 
his separate statement was necessary be- 
cause the majority observed that there was 
no merit to the companies’ contention that 
these expenditures were ordinary and 
necessary in the operation of their busi- 
nesses—‘“‘the very issue on which it denies 
them the right to introduce evidence.” 
Much of the proffered evidence is directed 
to the issue of whether these expenditures 
were proper and necessary, he added, “‘and 
if we are to decide the case on this issue, 
then we should first receive and consider 
such portions of the proffered evidence as 
are relevant and material to this issue as 
otherwise respondents would be denied 
due process.” 
» 


TVA and Public Works 
ew possibility that President Eisen- 

hower will veto both the TVA fi- 
nancing bill (HR 3460) and the public 
works bill (HR 7509) is gaining ground. 
The President has made his objections to 
these two bills known through letters to 
Republican congressional leaders and 
through press statements. The House 
Rules Committee granted a rule on the 


TVA bill which cleared the way for the 
House to accept the Senate bill, thereby 
avoiding the need fora conference. Earlier 
House Minority Leader Halleck (Re- 
publican, Indiana) had blocked a move to 
have the amended bill brought up under 
a unanimous consent agreement. 

Objections to the lack of budget con- 
trols even though token controls are in- 
cluded in the Senate amendments to the 
House bill have been expressed by Presi- 
dent Eisenhower. When the bill was called 
up before the House, that body readily 
agreed to the Senate amendments. Despite 
the easy passage of the Senate bill 
through the House, there is expectation 
that the President will veto the bill and 
his veto will be sustained. It has been 
shown that the Democratic majority does 
not have enough strength to override such 
presidential action. 


HousE-SENATE conference was work- 
ing on the public works bill. The 
House version of the bill included 44 new 
projects at a cost of more than $500 mil- 
lion, and the Senate amended this to in- 
clude 38 additional projects at a cost of 
more than $700 million. The conferees are 
attempting to resolve the differences and 
they also are taking into consideration the 
President’s strong warnings against ex- 
cessive spending and violating his “no new 
starts policy.” 

President Eisenhower in a letter to 
Representative Taber (Republican, New 
York), ranking minority member of the 
Appropriations Committee, warned that 
he would veto the bill should he consider 
the spending proposals excessive. The 
President pointed out that should the ap- 
propriations bill include all the new proj- 
ects, it would become necessary in 1961 to 
appropriate an additional $200 million in 
order to keep these projects under way. 

The Senate version included an ap- 
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propriation for $100,000 to begin investi- 
gations of the huge Rampart Canyon 
hydroelectric project in Alaska. If the 
President vetoes the bill, Democratic 
strategy is to go before the voters in 1960 
and point out what the majority tried to 
do for various areas, only to be frustrated 
by Ike’s veto. It seemed unlikely that all 
82 new projects would be eliminated. Just 
how much President Eisenhower might be 
willing to compromise on this point re- 
mains to be seen. His strong statements 
lead many to believe that only a bill which 
adheres to the administration’s budget re- 
quest will be finally acceptable. 
a 


Burns Creek Reservoir 
Passes § enate 


HE Senate last month quickly passed 
S 281 which would authorize con- 
struction of a reregulating reservoir and 
dam at the Burns Creek site in the Upper 
Snake river valley, Idaho, despite strenu- 
ous opposition of some Senators. Leading 
opponent of the measure was Senator 
Goldwater (Republican, Arizona), who 
charged that the Burns Creek dam was 
not a true reclamation project because 
more than 98 per cent of its benefits 
would be to produce power. Not only was 
the power not needed, he said, but the 
Utah Power & Light Compainy is building 
a 300,000-kilowatt generating plant. 
Senator Dirksen ( Republican, Illinois), 
minority leader, stated that in view of the 
facts presented he could not give his ap- 
proval to the bill. Proponents of the meas- 
ure contended that the irrigation benefits 
were in the nature of an insurance policy 
against water shortage and would justify 
the $45 million needed to build the dam 
over a period of time. Senators Anderson 
(Democrat, New Mexico) and Morse 
(Democrat, Oregon) supported it. 


REA Independence Sought 


pommel of Agriculture Benson still 
wants Rural Electrification Adminis- 
tration co-operatives to pay more interest 
and work towards more financial inde- 
pendence from the federal government. 
This, despite widespread opposition among 
Democrats, and some Republicans, in 
Congress to any further rise in REA in- 
terest and against the formation of a co- 
operative-owned bank which Benson ear- 
lier urged to handle their own financing. 

Benson proposed that the current 2 per 
cent interest be boosted to a rate high 
enough to cover the government’s own 
cost of borrowing the money. He noted 
the government has been paying more 
than 4 per cent interest. “I am certain that 
the majority of the directors, managers, 
and members of rural electric co-opera- 
tives want to stand on their own feet,” 
Benson said. “They do not want to de- 
pend on government support.” 

Secretary Benson told the annual 
meeting of the Virginia Association of 
Electric Co-operatives, meeting in Roa- 
noke, Virginia, last month, that “well- 
meaning friends” had advised him not to 
bring up his controversial interest pro- 
posal, which has drawn criticism previ- 
ously. “But I believe you want me to tell 
you the truth as I see it and I intend to do 
so,” Benson said. He added: 


REA and the rural electric co-opera- 
tives have now come of age. You are 
strong enough and mature enough, in 
the main, to stand more on your own 
feet. 


In addition to the plan to boost REA 
interest rates, Benson repeated an earlier 
proposal that farm credit co-operatives be 
set up to supply the money needed by the 
electric co-operatives. 
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Telephone and 


Telegraph 


Bell Telephone Ordered 
To Cut Rates 


HE Federal Communications Com- 

mission has ordered the Bell Tele- 
phone system to cut its rates on long- 
distance telephone calls by about $50 mil- 
lion annually, effective the mid-part of 
this September. The FCC order will ap- 
ply to calls of more than 300 miles dis- 
tance between states. The commission has 
no jurisdiction over rates on calls within 
a state. The specific rate reductions in- 
volved have not been announced; how- 
ever, they will be revealed in the near 
future. 

Shortly after the FCC announcement, 
Frederick R. Kappel, president of the 
American Telephone and Telegraph Com- 
pany, stated that AT&T is being penal- 
ized “because it has good research and 
good management.” The FCC stated that 
its order was a result of the continuing 
review of interstate operations of the Bell 
system. The commission also stated that 
it plans to continue its inquiries into in- 
terstate long-distance rates and it intends 
to observe the effects of the new rate or- 
der on the Bell system’s earnings. 

The last rate change on long-distance 
telephone calls occurred in October of 
1953 when the FCC permitted an 8 per 


cent increase in rates. 


Lack of FCC Community, 
TV Rules Noted 


HE Federal Communications Com- 

mission has been accused of shirking 
its duty in connection with relay tele- 
vision. Senator McGee (Democrat, Wyo- 
ming) leveled the charge during an In- 
terstate Commerce Subcommittee hearing 
on the regulation of community antenna 
TV (CATV) stations and booster TV 
operators. 

The chairman of the FCC, John C. 
Doerfer, told the Senator he opposed 
commission control of CATV systems be- 
cause he did not think that such control 
was within the agency’s jurisdiction. 
Senator McGee then accused the commis- 
sion of making paper decisions in refus- 
ing to take jurisdiction or to exercise 
controls over TV when no hearings have 
been held. This Chairman Doerfer denied 
and he pointed out that industry com- 
ments had been invited and that the con- 
clusions reached had been made on that 
basis. Senator McGee has introduced two 
bills which would put community TV sys- 
tems under the regulation of the Federal 
Communications Commission. Hearings 
on these bills have been completed and it 
is anticipated that some definite form of 
legislation will be forthcoming soon as a 
result. 
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Another measure (S 1886), proposed 
by Senator Moss (Democrat, Utah), asks 
that both booster TV stations and CATV 
systems be brought under the jurisdiction 
of the FCC. This bill, however, contains 
one provision which the FCC has ob- 
jected to. It would require the commis- 
sion to ascertain whether a booster or 
CATV station would adversely affect a 
local TV station’s operation. FCC de- 
clares that it would be difficult to make 
such a determination and that it might 
be unwise to deprive the public of a choice 
of multiple stations. 

S 2303, introduced by Senator Mon- 
roney (Democrat, Oklahoma), would re- 
quire the licensing of CATV operators. 
However, no licensing would be needed 
for extension of lines within the operat- 
ing territory of an existing CATV in- 
stallation. 


> 
REA Organization Changes 


HE Department of Agriculture has 

announced that the Rural Electrifi- 
cation Administration is making changes 
in organization and personnel assignments 
in the section of the REA devoted to 
telephone matters. 

Effective August 17th, the telephone 
engineering division and the telephone 
operations and loans division will be abol- 
ished. In their place will be five telephone 
area offices. These area offices will be or- 
ganized on a geographical basis and each 
office will be under the direct supervision 
of an area director. The area director 
will be responsible for all REA activities 
in the telephone program—loans, engi- 
neering, accounting, and management. 

The objective of the reorganization is 
to improve co-ordination of activities with 
borrowers and to center in each area a 
director who is responsible for carrying 
out all phases of the program. Each of 
the area offices will include an engineer- 
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ing section and an operations section. 
The area offices, the states they include, 
and the assigned directors are the follow- 
ing: Northeast Area Office, Thomas J. 
McDonald, director, Maine, Vermont, 
New Hampshire, Massachusetts, Connect- 
icut, New York, Pennsylvania, Rhode 
Island, Delaware, Maryland, Virginia, 
West Virginia, North Carolina, Michi- 
gan, Indiana, Ohio, New Jersey; South- 
east Area Office, Walter L. Wolff, direc- 
tor, Kentucky, Tennessee, Mississippi, 
Alabama, Georgia, South Carolina, Flori- 
da, Virgin Islands, Puerto Rico; North 
Central Area Office, Edgar F. Renshaw, 
director, North Dakota, South Dakota, 
Minnesota, Wisconsin, Iowa, Illinois; 
Southwest Area Office, Edward Mad- 
dox, director, Arizona, New Mexico, 
Texas, Oklahoma, Missouri, Arkansas, 
Louisiana; Western Area Office, William 
W. Newman, Jr., director, Nebraska, 
Kansas, Colorado, Wyoming, Montana, 
Washington, Oregon, Idaho, Utah, Cali- 
fornia, Nevada, Alaska, Hawaii, Pacific 
possessions. 


= 
Bell’s Push-button Telephone 


HE Bell Laboratories are now testing 

an experimental push-button tele- 
phone set which would replace the con- 
ventional rotary dial model. The push- 
button telephone consists of 10 buttons 
arranged in three horizontal rows of three 
each—plus a zero-operator button. It is 
hoped that the model will increase speed 
and accuracy and that it will gain cus- 
tomer preference. Should the model live 
up to Bell Laboratories’ expectations, it 
may be installed generally. 


* 
Radio-TV Equal Time 


HE House Interstate Commerce 
Committee has favorably reported 
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Chairman Oren Harris’ bill (HR 7985) 
which would amend the Federal Com- 
munications Act with respect to the “equal 
time” provision. The bill exempts political 
candidates from the “equal time” provi- 
sion when they appear on a bona fide 
radio or television newscast or program 
of a news type. The Harris Bill also 
exempts a “legally qualified candidate” 
who appears on spot coverage news 
events, such as political conventions. 
Chairman Harris said that the vote to 
favorably report the legislation was “al- 
most unanimous.” 

It is anticipated that the House will 
consider this legislation in the not too 
distant future. 


¥ 


Tunnel Diode Announced 
By General Electric 


- pomiipen of the General Electric Com- 


pany have demonstrated a new device 
which may be the most important achieve- 
ment in the field of electronics since the 
advent of transistors. 

The tunnel diode is a device for con- 
trolling the flow of electrons and it would 
perform the same job as vacuum tubes 
or transistors. The new device consists 
of a wire leading to an alloy which is 
affixed to a germanium crystal. On top 
of this unit is a metal plate. The electrons 
jump from one side of a junction to an- 
other with the speed of light, making the 
device as fast acting as is physically possi- 
ble. In addition, only about one one-hun- 
dredth as much power is needed to oper- 
ate the diode. 

Vacuum tubes, transistors, and the new 
tunnel diode are used as oscillators or 
amplifiers in electrical circuits, through 


the control of electron flow. The vacuum 
tube utilizes the principle that electrons 
boil off a hot filament. These then pass 
through a grid that controls their flow 
and they strike against another filament 
to complete the circuit. Transistors func- 
tion by controlling the flow of free elec- 
trons through a semiconductor such as 
germanium. 

The new tunnel diode is far less sen- 
sitive to temperature changes and atomic 
radiation than are vacuum tubes and 
transistors. It is hoped that it will prove 
of value in nuclear reactors, space ve- 
hicles, and communications systems. 
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Educational TV 


O LEONARD Press, head of the depart- 
e ment of radio arts at the Univer- 
sity of Kentucky, has proposed a Ken- 
tucky-wide educational TV network. Mr. 
Press said that the need for such a net- 
work is based on growing college enroll- 
ments and the shortage of qualified in- 
structors. 

The network envisioned by Mr. Press 
would include three steps: (1) the estab- 
lishing of a television-production and 
training center at the University; (2) an 
interconnecting TV system linking the 
university to extension centers; (3) an 
interconnecting TV system linking the 
extension centers with the university. 

Should this system be developed resi- 
dent teachers on the university staff would 
have the opportunity to lecture to the ex- 
tension centers all over the state. Mr. 
Press predicted that Congress will pro- 
vide grants for states to develop educa- 
tional TV and that groups such as the 
Ford Foundation would aid the project. 
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Is the Stock Market Reaching 
Dangerous Levels? 


Fe a long time many observers have 
felt that the stock market has gotten 
into dangerously high ground, and yet the 
market has continued for about fifteen 
months to advance almost steadily—with- 
out the customary 10 per cent “intermedi- 
ate reactions” which’ have characterized 
earlier bull markets. In these earlier pe- 
riods of advance the months of August- 
November have frequently proven vul- 
nerable—will history repeat itself this 
year? 

The steel strike has had little disturbing 
effect on the market thus far. The old 
adage “never sell on strike news” is now 
well-known to the American public. More- 
over, this has been one of the best dis- 
counted strikes on record, substantial in- 
ventories of steel products, cars, etc., hav- 
ing been built up. In fact, to have it settled 
quickly would perhaps prove embarrass- 
ing to users of steel, who have “dug in” 
for a strike of two or three months’ dura- 
tion. 

The real issue in this strike seems to 
be “‘featherbedding,” which first gained a 
foothold in the railroad industry and has 
gradually permeated many other lines of 
industrial activity, including steel. Roger 
Blough, chairman of United States Steel, 
has determined to make a firm stand at this 
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time over labor’s “creeping inefficiency,” 
combined with the “creeping inflation” of 
regular annual wage increases and higher 
fringe benefits. He has gained the admin- 
istration’s support on the inflation issue 
and doubtless further research is being 
done on the question of productivity. 


HILE labor in this country has not 

openly opposed automation as stub- 
bornly as British labor has, it has reduced 
its benefits by cutting down on its own 
contribution to productivity—despite the 
fact that it claims to be contributing heavi- 
ly to increased output per man-hour. Some 
recognition of, and adjustment for, this 
condition would permit the steelworkers 
to get some increase in wages, but it may 
take a few weeks for them to “see the 
light.” Fortunately, the utility industry 
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seems less affected by the disease of labor 
malingering than most other industries. 

Turning again to the stock market : The 
phenomenal rise in prices of about 60 per 
cent, following the substantial decline in 
1957, has been based (as always) on two 
factors: (a) increased share earnings, 
both actual and projected; and (b) an in- 
crease in the price-earnings yardstick for 
the more popular groups of stocks. (This 
would probably not be true for groups 
which are temporarily unpopular, such as 
oils, coppers, etc.) As in all major bull 
markets, the idea of capitalizing future 
growth and potential capital gains has 
seized the popular imagination. However, 
according to projected annual earnings on 
the stocks included in Barron’s 50-stock 
average, present projected earnings are 
$18.60 a share compared with $13.04 a 
year ago, an increase of 36 per cent—and 
the price-earnings ratio for this group of 
stocks is reported as only 15.3 compared 
with last year’s 16.1 To the extent that 
these figures are representative of the gen- 
eral market, the rise would seem to have 
a fairly solid foundation. 


. is little doubt that the mission- 
ary work done by the New York 
Stock Exchange in recent years in favor 
of a “People’s Capitalism” has borne fruit. 
Many new investors are constantly enter- 
ing the market, attracted by the uninter- 
rupted rise and intrigued by the usual tips 
and recommendations regarding indi- 
vidual growth issues. Yields are largely 
ignored, except where needed to meet liv- 
ing expenses, since the philosophy is be- 
coming more widespread that eventual 
capital gains are a sound substitute for 
current income. Diversion of funds from 
stocks to bonds on any substantial scale 
will apparently have to await an improved 
outlook for the bond market. 

In the 1929 bull market the stocks of 


utility holding companies were the prime 
favorites and sold at multiples of perhaps 
30 to 100 times earnings. Now utility 
stocks are playing a more modest role 
with P-E ratios of about 14-30. (Florida 
Power & Light was recently at the latter 
figure.) In the present market the elec- 
tronics stocks are the glamorous group, 
with ratios frequently running from 25 to 
60 or 70 times reported earnings, based 
on the ultra-rapid growth characteristics 
of some of these stocks, many of which 
are unlisted. Unfortunately, many small 
companies may fall by the wayside or be 
absorbed, as their products are superseded 
by new miracle projects of other compa- 
nies. 


HILE utility stocks declined for sev- 
eral months earlier this year, due to 
talk of high money rates and adverse regu- 
lation for pipelines, since June they have 
shown a considerable recovery and some 
of the growth stocks have gone into new 
high ground. There is now, perhaps, 
greater realization than in the past of the 
fact that while utility stock yields may 
average about one per cent less than bond 
vields, this is largely justified by improved 
regulatory conditions (on balance), the 
defensive character of utility stocks dur- 
ing recessions (as proven last year), and 
continued prospects for dividend increases 
even in wultraconservative stocks like 
American Telephone and Telegraph. This 
“premium” over bonds will, of course, dis- 
appear in the future if the industry should 
encounter hard times, such as (a) failure 
to obtain rate increases from state com- 
missions where needed, (b) a business set- 
back of deeper proportions than the three 
postwar “recessions,” or (c) development 
of revolutionary devices which might 
threaten the present utility setup for serv- 
icing customers. 
The railroads and transit companies 
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TREND OF UTILITY STOCK GROUPS 


Year-End Prices Month-End Prices 
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early in the century were considered 
growth companies—both New Haven 
Railroad and Interboro Rapid Transit at 
one time sold over $200 a share, this writ- 
er recalls. But the development of the 
automobile and airplane caused these com- 
panies to lose their monopoly character; 
despite apparent regulatory guaranties 
that they would be allowed to earn a liv- 
ing, competition has played havoc with 
their earnings in many cases. Let us hope 
that such a contingency will never arise 
for the electric utilities. 


5 


Average Cost of Senior Capital 
5.10 Per Cent in June versus 
4.45 Per Cent Year Ago 


oe prevailing yields on outstanding 
utility bonds (as shown in the accom- 
panying table “Yield Yardsticks’”) do not 
represent the real cost of new money to 
the utilities. In the first place, during pe- 
riods when money is relatively tight yields 
on new offerings tend to show a spread 
over those on outstanding issues. In June, 
for example, eight new offerings showed 
an average yield of 5.02 per cent while 
the average yield for securities of similar 
quality (as indicated by the Moody rat- 
ings) was 4.79 per cent, making a differ- 
ential of .23 per cent or an increase of 
nearly 5 per cent in cost. 

Also, the yields on the offering prices 


of new securities do not fully reflect the 
net cost to the utilities. The underwriters’ 
commissions and the estimated expenses 
(preparation and printing of the prospec- 
tus, legal fees, etc.) may cost as much as 
1 to 7 per cent of the offering price, de- 
pending largely on the size of the issue. 


ee Services has for many years 
kept a detailed record of public utility 
financing, issuing quarterly and annual 
bulletins on a subscription basis. Based 
on Ebasco figures we estimate the net 
cost of 46 bond offerings in the first quar- 
ter at 4.94 per cent, and in the second 
quarter 33 offerings averaged a net cost of 
4.96 per cent. In the first quarter 14 pre- 
ferred stocks showed an average net cost 
of 5.50 per cent and in the second quar- 
ter 5.41 per cent. Based on the usual 
“weights” of 50 per cent for funded debt 
and 15 per cent for preferred stock (as 
percentages of total capital) this would 
mean an average cost for all senior money 
of 5.06 per cent in the second quarter. In 
the month of June the average approxi- 
mated 5.16 per cent compared with 4.45 
per cent in June, 1958. Such a cost level 
for senior financing seems out of line with 
the traditional 6 per cent “fair return” 
concept, which has to cover the normal 
cost of equity financing as well as that of 
senior money. (Currently, the cost of 
equity money is probably below normal. ) 








CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


July 22, 
1959 


*Twelve industrial and two utility issues (high-grade). 


1957 Range 
High Low 
4.38% —3.70% 
4.41 3.73 
4.70 
5.21 
4.86 
5.44 


1958-59 Range 
High Low 
4.59% —3.58% 
464 —3.6l 
—3.85 
—4.20 
—4.26 
—3.71 
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HISTORICAL YIELD TRENDS OF UTILITY SECURITIES 





MONTHLY AVERAGES 








A Utility Bonds 





aN cde 0% 


Preferred Stocks * 


Common Stocks 


























EER POR OPED PEPER REPO RRP PPR RRR EERE RE CORREO CREE MER RARE NRE D 
1955 1956 1957 1958 1959 








YEARLY AVERAGES 











Bonds 21 7 
yw _ .¥ 4 
a... 





a — 
Municipal 4 “AEA 


eoecced 
eeeee® 
a 





oN 
v, v 
>, 








at a> 
S07 | 
Preferred 
Stogks * / 


S/ 


Utility Commen Stocks 


















































EPeOSCee eee eee tee ee ee ee ee eee eee eee eee ee eee 
1915 1920 1925 1930 1935 1940 1945 1950 1955 1960 











#* inctudes cther preferred stocks in addition to utilities. : Standard & Poor's index figures used. 





AUGUST 13, 1959 





FINANCIAL NEWS AND COMMENT 


During the “cheap money” period of the 
1940’s the cost of senior financing prob- 
ably averaged around 3.5 per cent (see 
chart page 292), but since 1950 the cost 
has been rising and is now at about the 
highest level (except perhaps for a brief 
period two years ago) since the early 
1930’s. 


iy the 1957 period of tight money, the 
Federal Reserve Board “put on the 
brakes” because it felt that business activi- 
ty was rising too fast; later in the year it 
reversed its position and the money 
stringency was eased. This year, however, 
there is no indication as yet that the Re- 
serve will modify its tight money policy. 
The national campaign against inflation, 
spearheaded by the White House itself, 
has gathered considerable momentum. 
FRB Chairman Martin is strongly op- 
posed to the proposed congressional legis- 
lation containing a statement that “it is 
the sense of Congress” that the Federal 
Reserve should buy bonds, and it is re- 
ported that the President has supported 
his view despite the fact that this might 
endanger passage of the bill to permit 
ftaising the interest rate on government 
iong-term issues from the present 44 per 
cent limit. Accordingly, if the bill does not 
pass, the Treasury will be virtually lim- 
ited to short-term “roll-over” financing, 
and the Fed’s tight money policy will 


doubtless continue even if it penalizes the 
Treasury Department. While the FRB is 
supposed to follow a policy which will 
help employment, the record June employ- 
ment figure of 67.3 million (with unem- 
ployment at 4 million) obviously has no 
inhibiting influence on the board’s money 
policy. 

With the gross national product up to 
$482 billion (indicated rate), the supply 
of investment funds may improve some- 
what, and as the usual summer letdown 
in new financing begins the bond market 
is showing signs of stability. What will 
happen in the fall, with the steel strike 
over and business again in high gear, is 
another question. 


¥ 


What Factors Make Utility 
Stocks Popular? 

HE annual statistical bulletin on 

“Electric Utility Companies in Re- 
gional Groupings,” prepared by Carl M. 
Loeb, Rhoades & Company, permits a com- 
parison to be made for certain key ratios 
on an area basis. These ratios average as 
follows for 97 utilities: 


Average Growth of Share Earnings 
(five years) 

Return on Investment 

Dividend Pay-out 

Price-earnings Ratio 


*Compounded. 
**On midyear rate base—the return would be 
lower on a year-end rate base. 


e 


Average 
Growth of 
Share 
Earns. 


60% 
102 


Average 
Return on Dividend OFS 
Investment Pay-out Factors 


94% 111% 88% 
II. Middle Atlantic 95 103 100 
ITI. Central Industrial 83 103 104 97 
IV. West Central 65 102 89 
V. Southeast 173 106 122 
VI. South Central 118 111 108 
VII. Rocky Mountain 143 102 111 
VIII. Pacific Northwest 110 94 102 
IX. Pacific Southwest 92 89 93 


U. S. Average 100% 100% 100% 
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Territory 
I. New England 
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The first three items are considered to 
be most important factors in the price- 
earnings ratio—which, in turn, governs 
the cost of equity financing. In the table 
on page 293 the averages for the utilities 
in each area have been reduced to per- 
centages of the national averages. The 
first three columns show the popularity 
factors, the fourth column is an average 
of the three, and the fifth column the 
price-earnings ratio. 

It is interesting to study the last two 
columns and find the degree of correla- 
tion. This is fairly close except in the 
Southeast, South Central, and Pacific 
Northwest areas. 


HE greatest discrepancy is in the 
South Central area where the average 
price-earnings ratio is 21 per cent above 


& 


the national average (21.5 versus 17.7) 
while the average of the three key factors 
is only 8 per cent above the U. S. average. 
Probably this results from the fact that 
this area includes the Texas growth utili- 
ties and dividend pay-out is a less impor- 
tant consideration in the case of these 
stocks; omitting the pay-out would bring 
the average of the remaining two factors 
up to 115, fairly well in line with the P-E 
ratio percentage. 

These comparisons might be refined by 
assigning various weights to the three fac- 
tors and allowing for other conditions, but 
this must await further study of the sta- 
tistics. In any event, the evidence seems 
clear that these are the more important 
factors in the minds of investors and pur- 
chasers of electric utility shares, in deter- 
mining the prices they are willing to pay 
in relation to earnings. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


7/22/59 + Divt- 


dend 
Rate 


Price 
About 


Pipelines and Integrated Systems 


Ala.-Tenn. Nat. Gas .... 
American Nat, Gas 
Arkansas Louis. Gas ... 
Colo. Interstate Gas .... 
Columbia Gas System .. 
Commonwealth Gas 
Commonwealth N. G. ... 
Consol. Gas Util. ....... 
Consol. Nat. Gas 

E. Tenn. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 
eB, Ce 
Kansas Nebr. Nat. Gas . 
Lone Star Gas 

Miss, River Fuel 
Montana Dakota Util. .. 
Mountain Fuel Supply .. 
Natl. Fuel Gas 

Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. .. 
Pennsylvania Gas 
Peoples G, L. & Coke... 
Pioneer Nat. 

Southern Nat. Gas ..... 
Southern Union Gas .... 
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Aver. 
Incr. 
In Sh. Price- 
Earn. Earns. 
1953-58 Ratio 


Approx. 
Common 
Stock 
Equity 


Div, 
Pay- 
out 


Recent 


Share % In- 


crease 


$1.40Ma 
4.31Ma 
2.82Ma 
2.51Ma 
1.41Ma 
49De 
1.63Ma 
1.60Ap 
3.45Ma 
.89Ma 
1.61De 
2.58Ma 
1.44Ap 
2.94De 
2.24De 
2.08Ma 
1.76Ma 
1.57De 
1.81Ma 
1.62Ma 
1.92Ap 
2.74De 
2.13De 
3.89Ma 
2.10De 
2.00Ma 
1.40De 


3% 14% 
4 8 
85 
9 


5 
15 
3 
7 
9 
6 
2 
30 
4 
11 
9 


i72 
14.2 
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a _ Appros 

— (Continued) ‘— 20 én “coe | eee 
About Rate teld Earnings 
Denn. Gas Trai. okscicis ; : 1.61Ma 
Texas East. Trans, ..... : ; 2.05Ma 
Texas Gas Trans. ...... E ; 2.06Ma 
Transcont. Gas P. L. ... : : 1.47Ap 
United Gas Corp, ...... : : 2.39Ma 


Averages 


Retail Distributors 
Alabama Gas 
Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Central Elec. & Gas . 
Cent. Indiana Gas 
Chattanooga Gas 
Gas Service 
Hartford Gas 
Haverhill Gas 
Indiana G, & Water .... 
Laclede Gas 
Mich. Gas Util, .......- 
Minneapolis Gas 
Miss. Valley Gas 
Mobile Gas Service .. 
New Haven Gas 
New Jersey Nat. Gas ... 
No. Illinois Gas 
North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting 
Piedmont Nat. Gas 
Portland Gas Lt. ..06000 
Providence Gas 
Rio Grande Valley Gas . 
So, Atlantic Gas 
So. Jersey Gas 
United Gas Impr. ...... 3.37Ma 
Wash. Gas Light : 4.22Ma 
Wash. Nat. Gas 9 ; 1.03Ma 
Western Ky. Gas ‘ F 1.25De 


Averages 5 14% 11% 154 68% 


=) 
x 


$2.02My 
2.47My 
1.42F 
2.68Ma 
1.30De 
3.36Ma 
1.69Ma 
.84Ma 
38F 
2.48Je 
2.45Je 
2.19My 
1.51My 
1.24Ma 
1.48Ma 
2.04Ma 
2.23Ma 
1.31Ma 
3.07De 
2.81Ma 
1.72My 
.81De 
*1.12Ma 
2.80Ma 
1.59Ma 
2.31De 
.60De 
.34De 
1.22Se 
1.25Ma 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 
Approx. 


Annual 7/22/59 Dive Recent Div. Common 
Price dend Approx. _Share % In- Earn. Earns. Pay- Stock 


(Mai.) About Rate Yseld Earnings crease 1953-58 Ratio out Equity 
Communications 

Bell System 
Amer. T, & T. (Cons.) . 81 
Bell Tel. of Canada .... 45 
Cin. & Sub. Bell Tel. ... 91 


$6,771 4.1 
4.4 

: 4.9 

Mountain Sts. T. & T. .. 174 i 3.8 
i 4.0 

3.8 

48 


329 

47 
255 
354 
937 
119 


% *$4.94My 4% *16.4 
2.14De 7 21.0 


New Eng. T. & T. ...... 201 
Paeme Foe Teo. aces 185 
So. New Eng. Tel. ..... 46 
Averages 4.3% 


Independents 
Anglo-Canadian Tel. .... 37 : 3.2% $3: 39% 52% 
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Aver. 

7/22/59 Divi Recent Si: Pri 
. 2 ivi- 'ecen n Sh. rice- 
(Continued) Price dend Approx. Share % In- Earn. Earns. 
About Rate Yield Earnings crease 1953-58 Ratio 

— wa 
NC 15.6 
2 14.5 
12.8 
14.1 


British Col. Tel. ....5..5 45 2.00 
Calit: Titer: Tel. ....<.... 15 70 
Calif. Water & Tel. .... 26 1.20 
OSS ty br 24 1.00(b) 
Commonwealth Tel, .... 19 .90 
Florida Tel. 27 1.00 
General Tel. & Elec. .... 76 2.00 
Hawaiian Telephone .... 23 1 
Inter-Mountain Tel. .... 16 

Rochester Tel. . 2 
Southwestern St. Tel... 25 

United Utilities 31 

West Coast Tel. ........ 26 

Western Union Tel. .... 44 
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Averages 


Transit Companies 


Baltimore Transit 
Cincinnati Transit . 
Fifth Ave. Coach 
Greyhound Corp. ....... 
Nat. City Lines 

Niagara Frontier Trans. . 
Pittsburgh RS, s6..060 
Rochester Transit 

St MeO OS: oawiswese 
Pointy BT. ois ccs s 
United Transit 
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Averages 


Water Companies 
Holding Companies 


American Water Works . $ .60 4.3% $1.10Ma 
Operating Companies 


Bridgeport Hydraulic ... $1.70(£) 5.0 
Calif. Water Service ... 1.20(j) 4.6 
Elizabethtown Water ... § 2.00 3.8 
Hackensack Water 2.00 44 
Indianapolis Water 1.00 4.2 1.22De 
Jamaica Water 2.20 5.0 2.97Ma 
New Haven Water... . 3.40 + 3.32De 

1.0 

4.8 

3.9 

4.3 


_ 
w 


ty 
zR 


% $1.75De 
1.68My 
3.78De 
3.29De 


av 
— PAU 
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Ohio Water Service 2 1.50(b) 5. 1.60Ma 
Phila. & Sub. Water ... 50(b) 2.52Ap 


Plainfield Un. Water ... 3.00 4.31Ma 
2.21My 


San Jose Water : 1.30(f£) 3. 
Scranton-Springbrook .. 2: 1.00 
South. Calif. Water .... 20 80 40 1.09Ma 
W. Va. Water Service .. 22 .68(d) 3.1 141Ma D20 


Averages 4.2% D5% 5% 16.3 69% 


1.68Ma 


_ 
PURKMUN ON UQo 


lwatol | ama! Se 


A—American Stock Exchagne. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September ; Oc—October; N—November; De—December. NC—Not comparable. NA—Not avail- 
able. D—Decrease. *On average shares. (a) Adjusted to eliminate 13 cents per share of nonrecurrirg tax 
savings. (b) Also stock dividend in 1958. (d) Also 1 per cent stock dividend quarterly. (e) Also 10 per 
cent stock dividend May 19, 1958. (f) Includes extras. (g) Five per cent stock dividend April 10, 1959. 
(i) Also 5 per cent stock dividend December 29, 1958. (j) Also 5 per cent stock dividend March 19, 1959. 
(k) Also 20 per cent stock dividend March 9, 1959. (L)Also 10 per cent stock dividend June 10, 1959. (n) 
Excludes profit realized on sale of Los Angeles Transit $3.81 per share. (0) Also 5 per cent stock dividend 
June 30, 1959. **On combined common and common B stocks, x—1952-57. 
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What Others Think 


Labor Economist Sour on Utility Commission Regulation 


mid-June Solomon Barkin, director 
of research for the Textile Workers 

Union of America, presented an address 

entitled “Public Utility Regulation as 

Viewed by a Labor Economist.” Mr. 

Barkin spoke before the Great Lakes 

Conference of Railroad and Utilities 

Commissioners, who were meeting at the 

Greenbrier Hotel in White Sulphur 

Springs, West Virginia. 

It is Mr. Barkin’s contention that the 
American people are on the “threshold” 
of demanding a review of our system of 
public utility regulation. This may be 
news to some readers and state commis- 
sioners who have not heard about it. But 
Mr. Barkin is pretty sure. The single 
most important cause of unrest he finds 
is the dissatisfaction with rising service 
rates. The second general cause of dis- 
satisfaction, he thinks, is the general pub- 
lic’s knowledge that at times regulators 
have not faithfully performed their duties 
on local, state, and federal levels. 

Added to these complaints Barkin finds 
two additional causes for dissatisfaction 
with our American system of public util- 
ity regulation: “First, the managements 
of utilities are a class apart from inves- 
tors .. . Capital is rented . . . whether it 
be invested in the forms of bonds, pre- 
ferred or common stocks.” Mr. Barkin 

believes that the differences in risks do 
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not justify this classification and that the 
fact should be recognized. Second, the 
private, competitive industries in Amer- 
ica have taken over the philosophies of 
price determination in the utility field. 
They too compute prices by a process of 
cumulating costs, justified by “conjured” 
theories of accounting. 


M* BaRKIN believes that all of these 
4 trends are prodding American peo- 


ple to look for a quicker re-evaluation of 
our economic life. In the end, however, 
rising price levels will probably precipitate 
an overhauling of the public utility regu- 
latory system. He said: 


... A more efficient national economy 
demands that we use the tools of pri- 
vate industry—namely, operational re- 
search—to integrate the agencies per- 
forming similar service and that we 
adopt pricing theories which assure us 
the best overall services at the lowest 
costs. 


Mr. Barkin observed that labor stand- 
ards in public utility industries have 
tended to lag behind unions in other fields. 
This may surprise some utility company 
managers who generally feel that, aside 
from their other problems, their labor 
relations have been pretty good compared 
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with other nonregulated industries. The 
utilities took the lead in establishing pen- 
sion and retirement systems. 

Why should a labor union, not con- 
nected with the utility business, especially 
interest itself in utility regulation? Barkin 
thinks that the functions of the trade 
unions in regulated industries are four- 
fold: (1) To inform regulatory bodies 
of actual working conditions and stand- 
ards to insure that managements’ claims 
concerning labor standards coincide with 
reality. Mr. Barkin states that all too 
often managements have “gilded” the 
picture in their presentation of a rate 
case to secure liberal awards and that 
often public utility commissioners fail to 
call on union representatives for their side 
of the picture. (2) To obtain protection 
of workers’ rights in cases of changes ef- 
fected for greater efficiency or higher 
productivity or substitutions in service. 
(3) To enjoin regulatory agencies from 
injecting themselves into the union-man- 
agement bargaining process. (4) Active 
participation in safety regulations and ap- 
plication of technology. 


eae unions often participate in pro- 
ceedings before regulatory commis- 
sions as spokesmen for consumer inter- 
ests. Mr. Barkin thinks this is a natural 
and proper role. Unions speak out regard- 
ing objections to rising rates, excessive 
returns, and failure of the utilities to con- 
trol costs and on occasion to criticize the 
quality of service. 

The trade union movement, the econo- 
mist said, has actively campaigned and 
supported the appointment of men to rate- 
making commissions who will appraise 
utility proposals most critically and who 
will show courage in seeking to restrict 
increases in the rate structure and im- 
prove service. But the fact that utility 
rates have gone up far less in proportion 
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to other living costs, and that electric 
utility service is the only major living 
cost still priced below the pre-World War 
II national average, gets no recognition 
from the critical Mr. Barkin. 

Mr. Barkin believes that there are sev- 
eral questions which must be raised in the 
public utility field. Is the distinction be- 
tween bonds and preferred and common 
stocks in this field justified? The basic 
risks are not strikingly different between 
preferred and common stocks. However, 
the common stock presumes that there is 
an extraordinary risk in the investment 
which is to be rewarded through appre- 
ciation and depreciation of values. Mr. 
Barkin believes that the existence of com- 
mon stock distorts the nature of the pub- 
lic utility and invites speculation and en- 
courages accounting practices which in- 
flate capital value—resulting in rate 
boosts. 


UNDAMENTALLY, Mr. Barkin advo- 
cates that the differences in classes of 
equity should be eliminated. All financing 
of public utilities should be done through 
the use of dividend-limited securities such 
as bonds or preferred stock. He states: 


The adoption of this course would 
eliminate many troublesome evaluation 
procedures now confronting the public 
utility commissioners. The reward 
would be based, as in the case of all 
fixed income-bearing securities, upon 
the original investment rather than 
upon some fictitious evaluation of the 
properties themselves. 


Mr. Barkin also questions the charges 
made by corporations for activities de- 
signed to promote political causes of value 
to the corporation. Public relations ex- 
penses should be kept to a minimum and 
should be confined to advancement and 
improvement of service and not used for 
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“BETTER LUCK NEXT TIME” 


agitation for or against policies being de- 
veloped by legislative or regulatory bodies. 


Aa area which Mr. Barkin feels 
needs some study is the establishment 
of adequate numbers of competitive units 
operated by public or co-operative agen- 
cies to serve communities and thus to form 
a yardstick for the regulatory bodies. He 
states that TVA has developed such units 
and that greater efficiency in public power 
units has resulted. 

Regarding rate setting, Mr. Barkin 


feels that too much accent has been 
placed on past experience as a determinant 
of costs and revenue. He urges more im- 
aginative use of lower prices as a means 
of increasing consumption. Another rate 
problem worthy of study is the possibility 
of substituting rate for profit targets. If 
this system were used, the commissioners 
would consider offering the companies 
competitive rates with no limit on profits 
to stimulate management to innovation 
and cost reduction efforts. 
He notes: 
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The latter proposal may be part of 
a new program of incentives for effec- 
tive management. The latter’s function 
in the public utility systems must be 
carefully re-evaluated. Since the man- 
agements in these industries are the 
dominant groups which literally hire 
capital to finance the facilities and sys- 
tems that they manage, and the effec- 
tiveness of the system is dependent 
upon these managements, we must take 
a leaf out of the books of big business 
and concentrate the incentives on them 
rather than on the stockholders. 


Mr. Barkin concludes that manage- 
ments may be more “money oriented” 
than the public servant but they should 
not be as “money mad” as the executives 
in big business. 


lees speech delivered by Mr. Barkin is 
of special interest in that he fails to 
explain just how utility companies would 
do “all financing” through dividend-lim- 


ited securities, such as bonds or preferred 
stock, without finding themselves in an 
economically difficult position should a 
period of depression set in. Many people 
will remember the difficulties of the rail- 
roads in the thirties—which occurred pri- 
marily from overextension in the field of 


bonds. 


— point that this writer ques- 
tions is the assumption that the 
“public servant” enjoys some special im- 
munity from being “money oriented.” On 
individual examination it would probably 
be found that the money orientation of 
the “public servant” is equal to the 
money orientation of the “executive of 
big business.” 

Mr. Barkin’s contention that the gen- 
eral public is agitated because of rising 
service rates will surprise many. One 
wonders just what a disinterested public 
opinion survey might show regarding 
this. 

—C. M. B. 





Strikes as Part of U. S. System 


A TOP federal labor official advanced the 
theory in Los Angeles recently that 
strikes “are a small price to pay” for the 
freedoms inherent in this country’s free 
enterprise economic system. 

Some strikes may be beneficial, Austin 
E. Finnessy, special assistant to the Direc- 
tor of the Federal Mediation and Concil- 
iation Service, told 1,500 delegates to the 
Retail Clerks International Association 
convention. Substituting as a convention 
speaker for FMCS Director Joseph F. 
Finnegan, Finnessy foresaw nothing but 
continued industrial strife between labor 
and management in America’s future. He 
explained : 


The end result of strikes is not at all 
on the negative side. Strikes can, and 
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often do, have a salutary effect on the 
thinking of labor and management rep- 
resentatives. 

Long-standing tensions are often re- 
moved by strikes and mutual respect 
created for the opposite party. Recog- 
nition of merit as to the validity of con- 
tested positions is often substituted, out 
of the ordeal by battle, for suspicion 
and distrust. 

While strikes probably are an inevi- 
table expense under our democratic sys- 
tem of free collective bargaining in re- 
solving the conflict of interest, these 
strikes are first of all a small price to 
pay for the freedom inherent in our 
system. 

Second, they have some actual bene- 
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fits in both the immediate and future 
relationships between the parties. 

Lastly, they actually affect our eco- 
nomic structure much less than other 
factors which we consider to be of al- 
most no moment. 


| eon said that if the public is in- 
clined to shudder at the loss of 23 mil- 
lion man-days of labor during a calendar 
year by strikes, it should consider that 38 
million man-days of productive time are 


lost yearly through avoidable industrial 
accidents, and that avoidable absenteeism 
is responsible for more than twenty times 
as many man-days as were lost in all the 
strikes. 

The FMCS special assistant had one 
word of caution for the union delegates. 

“T think we would all agree,”” he coun- 
seled, “that the right to strike is a privilege 
that must be exercised with great respect 
and caution. It is the last arrow in the 
quiver.” 





Problems in Co-ordinating Personnel Work 


N the Northwest Electric Light and 
Power Association’s annual conven- 
tion at Salt Lake City, Utah, last spring, 
D. J. McCaig, secretary for the Montana 
Power Company, made some interesting 
remarks concerning the co-ordination of 
personnel work. He said that while his own 
company did not have a personnel depart- 
ment as such, nevertheless personnel activ- 
ities were intensively engaged in through- 
out the company’s many departments. 
Even with this kind of setup, he said, his 
company finds that co-ordination with 
other departments must be effected. 

Speaking of factors that interfere with 
co-ordination, McCaig made the follow- 
ing statement : 


A problem which is found quite com- 
monly is that of the old-time supervisor 
who was in the company long before 
personnel activities attained noticeable 
status as such. Quite probably the re- 
sentment that this old-timer expresses 
toward personnel work is based in an in- 
herent lack of confidence in his own abil- 
ity to keep up with progress. Not only 
may he resent progress, but particularly 
so when it removes some of the symbols 
of his authority. His feeling is, of 
course, seldom expressed as a feeling of 


personal weakness; but is more usually 
rationalized and expressed as a lack of 
faith in the personnel activity as a whole, 
or in the particular personnel department 
of his company. ... He will usually state 
. .. that the personnel functions previ- 
ously exercised by the supervisor, which 
have to some extent been taken on by the 
personnel department, are necessary to 
the supervisor in order to maintain his 
authority. . . . the authority to employ, 
promote, discharge, or use disciplinary 
action. 


McCaig said time usually cures the fore- 
going problem, but there is still another 
group in which there is a lack of co-ordi- 
nation and that is young supervisors. They 
frequently make mistakes in judgment 
owing to their inexperience, and are in- 
clined to blame the personnel department 
rather than to accept the responsibility for 
themselves. 


) apm mimerccamnie jealousy and am- 
bition are at the root of lack of co-ordi- 
nation in some companies, McCaig pointed 
out. He said this type of problem should be 
handled by top management. Sometimes, 
he said, lack of co-ordination of the person- 
nel department with other departments is 
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caused by management itself. McCaig 
stated : 


... This can happen if management 
becomes unsold on the value of person- 
nel activities. When this happens the re- 
sulting lack of standing with manage- 
ment seems to be carried over the grape- 
vine very, very rapidly and when one 
department is thought to be unimportant 
by the boss, it finds trouble in getting 
the assistance which it needs from others 
in the organization. Too, loss of stand- 
ing with the management is very often 
accompanied by a loss of money in the 
budget which itself can seriously impair 
necessary activities. 


sea warned that the personnel de- 
partment should examine itself crit- 
ically to make sure it is not to blame for 
lack of co-ordination with other depart- 
ments. He said it is important for person- 
nel people to understand the needs of other 
people and to not become too technical in 
describing how the personnel department 
functions. 

Personnel people are often considered 
ivory tower specialists. And the fact that 
they are brought in from the outside in 
most cases, operates to their disadvantage, 
too. Other departments feel that personnel 
people, since they did not work their way 
up through the ranks with the company, 
cannot fully appreciate the problems of the 
employees under their jurisdiction. The 
personnel department also is liable to make 
errors like these: 


There may be a problem involved, too, 
in the tendency of some personnel 
people to identify themselves with the 
employee and his psychological and so- 
cial problems and to forget that their 
prime purpose is to secure results for the 
employer. 

Personnel departments may attempt 
to reach over too far into operating 
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work and infringe in what is properly 
supervisory authority. 


| gemma McCaig insisted, a personnel 

department must show a willingness 
to accept more responsibility than its 
proper share for failures in selecting and 
handling personnel. He said: 


In considering improvement in co- 
ordination of departments, we must first 
look at the fact that such improvement 
can be secured by voluntary action 
of other departments. It can be secured 
by action of management. Or it can be 
secured by action taken by the personnel 
department itself... . 

Co-ordination will be very greatly im- 
proved if personnel people make a sin- 
cere and extensive effort to explain 
themselves and their work as completely 
as possible to all of the organization, but 
more especially to the people whose co- 
ordination is important. This would es- 
pecially include other supervisors and 
not alone the top level of manage- 
ment. ... 


Of considerable value to the personnel 
department, McCaig pointed out, would be 
a definite program of supervisory educa- 
tion that included chapters in personnel re- 
quirements and contacts, Also, he said, in- 
dustrial psychology for supervisors is most 
helpful. 


een periodic reports to management 
by personnel on its accomplishments are 
vitally important, he emphasized. “These 
reports should be on a factual basis rather 
than propaganda. This does not mean that 
the sticking to cold facts need prevent us 
from projecting future benefits to be 
achieved. 

“In such a report, failures should be 
reported together with an analysis and 
suggestions that will enable them to he 
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avoided in the future. In no case should 

other departments or departmental sub- 

ordinates be blamed for failures.” 
McCaig concluded his remarks by say- 


ing that co-operation and understanding of 


others produce more results in handling 
people than the possession and exercise of 
authority. 





New York State Telephone Association Convention 


6 deo July 30th issue of Pusiic UTILI- 
TIES. FORTNIGHTLY carried the re- 
marks of Spencer B. Eddy which he de- 
livered before the thirty-seventh annual 
convention of the New York State Tele- 
phone Association at Schroon Lake, New 
York. 

In addition to Mr. Eddy’s remarks, 
a number of other interesting and provoca- 
tive addresses were presented to the con- 
vention. 

Albert N. Seward, the president of the 
New York Telephone Association, pre- 
sented the keynote speech in which he 
stressed that a convention is the place 
where persons interested in the same field 
learn to co-operate and take appropriate 
action. He said: 


. . . When I speak about co-opera- 
tion, I use the term with full considera- 
tion. I do not believe that it should be 
applied in the way in which one man 
complained that every time he had been 
asked to co-operate, he was expected to 
coo while the other fellow operated. 


Mr. Seward stressed that a convention 
was the place to learn and to gain en- 
thusiasm. It is the place to learn of the 
value that should be placed on individual 
work and efforts. The output of industry 
and the distribution process of business 
make possible the high standard of living 
enjoyed in America. This we call “prog- 
ress” and progress is continually moving. 
The ever-expanding goals can only he 
achieved as long as an aggressive sense is 
maintained. There must be no letdown in 
the desire to push ahead. 


C is important that industry strive for 
goals which are productive. Mr. 
Seward noted that much time and effort 
are wasted in pursuing projects for which 
there is no real need and for which no 
market exists. He stated: 


The telephone industry has grown 
great in this country because we have 
performed a real service to the people. 
We have given the people what they 
want and need. We have done this in a 
way that has recognized the need for 
continual change or improved methods 
and better products. There can be no 
standing still in our husin:ss, we must 
move forward at all tines, but this for- 
ward march must take in account the 
needs and desires of our people and cus- 
tomers. Service is the watchword of our 
business and service given in the most 
economical manner possible has been 
the motto under which the telephone 
business has reached its highest develop- 
ment. 


In closing he noted that we should count 
ourselves fortunate to live in a country 
where free enterprise prevails and where 
we are now experiencing the greatest ad- 
vance in national prosperity that has ever 
been known. In spite of the dangers of the 
age in which we live, we should realize that 
we are lucky to be living in a period of 
history which will be remembered as the 
“Golden Age of Man.” 


H's A. BARNHART, president of the 
United States Independent Tele- 
phone Association, addressed the conven- 
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tion and stressed the responsibility of the 
telephone industry to keep the legislators 
informed of its views regarding matters 
which concern the industry. Mr. Barnhart 
devoted a large portion of his talk to the 
telephone excise tax which, at that time, 
had not been acted upon by Congress, He 
urged member companies to make their 
views known to their representatives in 
Congress and to inform the general pub- 
lic regarding the telephone excise tax mat- 
ter. It can be assumed that the efforts of 
the various companies were rewarded 
since the bill (which designates June 30, 
1960, as the expiration date for the tax 
on local telephone service) is now the law 
of the land. 

Action was also urged to prevent pro- 
posed changes in the Wage Hour Act. 
The proposal now before Congress would 
increase the minimum wage from $1 to 
$1.25 and only switchboard operators who 
have exchanges in their own homes would 
be exempt from the provisions of this law, 
should it be enacted. Mr. Barnhart urged 
that all manually operated exchanges be 
converted to dial systems on the grounds 
that at some date in the future the in- 
creases in the minimum wage will be au- 
thorized. 

The importance of Mr. Barnhart’s con- 
tention that telephone companies must 
keep in close touch with legislators and 
the public is borne out by the fact that 
Congress this year enacted legislation 
which sets a specific date for the expiration 
of the tax on local telephone service. This 
action by Congress was in part due to the 
active way the telephone companies pro- 
tested regarding the continuance of the 
tax. 


HE changing policy of the telephone 
companies regarding telephone num- 
bers was outlined by Benjamin H. Oliver, 
Jr., vice president of the upstate, New 
York Telephone Company, in a speech en- 
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titled ‘Number, Please?’’ He noted that 
changes in numbering systems are not al- 
ways received with open arms by cus- 
tomers and that a great deal has been 
learned about dialing habits from observa- 
tion of the customer. 

It has been learned that neutral names 
for exchanges are better than location 
names. Very often location names are not 
suitable for exchange names and no town 
likes to be told that its name is not “suit- 
able.” The neutral names, such as “PI- 
Igrim,” therefore, solve this problem. It 
has been further noted that customers do 
not on all occasions use the full exchange 
name. “PI-lgrim 7-600” very often be- 
comes “PI 7-600.” Advertisers of com- 
mercial products also often drop the full 
exchange name, Many companies are now 
only using the first two letters. Wichita 
Falls, Texas, is making a trial of an all- 
number arrangement, eliminating even the 
first two letters and inserting their dial 
number equivalent. 

Research and experimentation are also 
being conducted relative to the area code 
numbers now in use in direct distance 
dialing systems. There is reason to believe 
that customers will come to think of their 
area code as part of their telephone num- 
ber. 

As in the past the telephone number sys- 
tem will continue to change and expand 
with the industry. 


i ben role of public utilities in New 
York state’s economy was the subject 
of the address delivered by James A. 
Lundy, chairman of the public service 
commission of the state of New York. 
Mr. Lundy stated that the primary ob- 
jective of Governor Rockefeller is to 
strengthen the economy of New York 
state. Enterprises seeking areas of invest- 
ment look to three basic factors in de- 
termining the area in which they will set- 
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“HELLO, ELECTRIC COMPANY? YOU KNOW THIS WIRE GOING TO THE 
GROUND THAT WAS SUPPOSED TO HOLD UP YOUR LIGHT POLES? 
WELL, I WAS TRYING OUT OUR NEW POWER MOWER AND . 


tle: (1) a sound tax structure; (2) avail- 
ability and quality of man power; (3) ade- 
quate power, transportation, and com- 
munications facilities. In Mr. Lundy’s 
view the public utilities are the “sinews” 
of the state’s economy and are therefore 
vital to the economic well-being of the 
state. He stated: 


There are other conditions that the 
experienced investor, the business pro- 
moter or manufacturer looks for but 
none exceeds in importance the question 
of the type and quality of the utilities 


in the locale in which he contemplates 
business or industrial activity. He needs 
reliable sources of power, adequate 
transportation, and high-grade com- 
munications systems. 


New York state is fortunate in having 
utility companies which provide excellent 
service. Plants are maintained in good con- 
dition, and facilities are constantly ex- 
panding. Governor Rockefeller, realizing 
the importance of utilities, has initiated a 
survey of the state’s power needs as pro- 
jected over the next ten-year period. 
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M* Lunpy noted that outside of the 
areas in which an independent tele- 
phone company operates there is wide- 
spread unawareness of their existence. 
People are surprised to learn that there 
are 91 companies providing service in New 
York in addition to the services provided 
by the New York Telephone Company. 
The public fails to realize that many of 
these independent companies have the 
most modern types of equipment, with in- 
vestments running into millions of dol- 
lars. 

The vitality of the independent com- 
panies can be judged from the fact that at 
the end of the Second World War the 
independents were worn out from lack of 
adequate maintenance owing to wartime 
restrictions on man power .and material. 
Financially, these companies were at a dis- 
advantage in competing for funds on the 
market. Some of the less resilient were 
taken over by stronger companies, but the 
majority of the independents did stage a 
comeback in spite of great odds. 

In 1948 there were 157 independent 
companies with a total of 345,500 cus- 
tomers with 27 per cent of the subscribers 
having dial service. In 1958 there were 91 
companies with 550,000 customers and 71 
per cent of the customers had dial service. 
Mr. Lundy stated : 


In the recent history of the independ- 
ent telephone industry in this state 
there is a moral for the business com- 
munity of today. The banks which ad- 
vanced the money to the small telephone 
companies seven or eight or ten years 
ago did run some financial risk, but in 
the light of subsequent events it was a 
good business deal all around. The local 
banks made a good investment. Some of 
the local telephone companies, which 
would have gone under, were able to get 
back on their feet. Numerous jobs were 
saved and the communities now enjoy 
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excellent telephone service. The climate 
in which all this was accomplished is 
needed today but on a vastly greater 
scale. 


The chairman of the public service 
commission closed by reminding the 
convention members that over the past ten 
years the doors of the commission had al- 
ways been open to companies who were 
seeking help. He stated that with the 
record established by the telephone in- 
dustry he was sure that the doors would 
remain open. He noted that the telephone 
industry had demonstrated that it knows 
how to put help to good use. 


f ben effects of businessmen shirking 
their responsibilities as citizens were 
discussed by Cyril M. Joly, Jr., director 
of public affairs for the eastern division 
of the National Association of Manufac- 
turers. 

Mr. Joly contends that groups such as 
the telephone association should become 
politically active in their own communities, 
or, as the saying goes, at the “grass roots.” 
He noted the expansion of government in- 
tervention into areas of private business 
and he commented : 


A revolution is taking place in our 
country and if you and your associates 
who believe in the principles of free en- 
terprise do not face up to it and take 
steps to halt the trend toward bigger and 
more expensive government, and higher 
stifling tax rates, you may find your- 
selves engulfed in a wave of ultraliberal 
measures. 


The National Association of Manufac- 
turers has been attempting to stimulate 
business into assuming its proper place in 
the political picture. All too often business- 
men consider politics as something to be 
avoided—assuming that politics at very 
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best is a nefarious activity. This attitude 
is false if one remembers that business- 
men have constantly played an important 
political réle in shaping the destiny of 
America, At the very beginning of our 
nation, businessmen were well represented 
at the signing of the Declaration of Inde- 
pendence, and as members of the first 
House and Senate. 


H: noted that labor has gained tremen- 
dous power and labor has channeled 
much of its vigor into effective political 
activities. He said that there was no ob- 
jection to labor being in the political 
arena; however, if business seeks to check 
the extremely liberal objectives of the 
labor movement, business must accept 
comparable rdles and responsibilities in 
politics. 

Mr. Joly’s address brought to light a 
common error in American thinking. All 
too often we are inclined to grumble about 


the government and the effect that a par- 


ticular group is able to exert on legislators 
and governmental administrators. How- 
ever, if we were called on to exert the 
same force—to assume the same burdens 
and responsibilities—we would all too 
often say, “I’m not interested in politics” 
or “Sorry, I’m too busy.” The govern- 
ment in our democracy should be the ex- 
pression of all facets of our national life. 
If business fails to assume its proper role 
in the political arena, business will suffer 
and the national welfare will be done 
grievous harm. 


HE three-day convention was _ at- 

tended by the largest crowd in many 
years. Hamilton A. Cunningham, execu- 
tive secretary of the New York State 
Telephone Association, called the meeting 
a “complete success.’”’ It was announced 
that the 1960 convention will be held once 
again at the Scaroon Manor, Schroon 
Lake, New York, on June 20th, 21st, and 
22nd. 





IITHIRTY years ago, a kilowatt-hour in the home cost about 7 
cents; today, about 3 cents. When you consider that the pur- 
chasing power of the dollar has gone down, and the consumer's price 
index has gone up 90 per cent, the comparison is still more astonishing. 
"Compare the cost of the electric energy used in the average 
home, with the cost of an equal amount of energy supplied by human 
muscle. 

"The average home today uses about 3,000 kilowatt-hours a year, 
costing—at 3 cents—about $90. 

"An average, able-bodied workingman exerts in a year energy 
equal to 67 kilowatt-hours. If it were possible for men to do the job, 
it would take over forty men to produce 3,000 kilowatt-hours a year. 

"How much would forty house servants cost a year, not counting 
free board and room, and no vacations? Not less than $80,000— 
compared to $90. Some bargain! 

"This is what the privately owned electric power industry, together 
with the manufacturers of electric appliances—from washing ma- 
chines to curling irons—have done for you. 

"Yet the public power Socialists call them ‘enemies of the people.’ 

—E. F. HUTTON, 


Industrialist and investment banker. 
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Salt Water Conversion via 
Atom Power 


I California a proposed salt-to-fresh- 
water conversion plant will be powered 
by atomic energy, states Secretary of the 
Interior Seaton. The first of five demon- 
stration water conversion plants will be 
built by the government at Freeport, 
Texas, which will produce 1 million gal- 
lons of fresh water a day. 

The Department of the Interior has 
asked the Atomic Energy Commission to 
supply the West coast plant with a low- 
temperature, low-pressure atomic reactor 
as a heat source. Representatives of the 
two groups have started work on specifica- 
tions for the plant. 

Secretary Seaton predicted that one- 
day conversion plants along our coasts, as 
well as in many inland areas, would be 
as common as the familiar standpipe. 


EEI Facts Reassuring 


ITH the publication in July of the 
Edison Electric Institute’s famous 
“29 Questions” fact book, some vital sta- 
tistics on the status of the electric indus- 
try were revealed. It shows, for example, 
that the United States produced about 
4,140 kilowatt-hours for every American, 
nearly four times the Russian per capita 
production of 1,115 kilowatt-hours. 
In 1958 the electric industry made the 
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largest annual addition of generating fa- 
cilities in its history, adding 14 million 
kilowatts of new capability. 

To achieve this the electric companies 
spent $3.8 billion for new plant and 
equipment. This represented 12.5 per 
cent of total 1958 expenditures for new 
facilities by all industry in the United 
States. 

By mid-1959 there were 131 electric 
companies participating in 27 atomic proj- 
ects, including 16 construction undertak- 
ings, aimed at making nuclear energy a 
practical, economic source of electric 
power. 

Taxes on the electric companies, their 
largest single item of expense, reached a 
new high, close to $2 billion, accounting 
for 23 per cent of total revenues. 


Gas Industry Sets Records 


_ nation’s gas utilities and pipeline 
companies will spend a record-mak- 
ing $1,859,000,000 for new construction 
during 1959, the American Gas Associa- 
tion reports. This will be 4.9 per cent 
higher than the industry’s all-time peak 
of $1,772,000,000 set in 1957 and 14.9 
per cent more than last year’s $1,618,- 
000,000. 

Expenditures for new plants and fa- 
cilities should continue to rise steadily so 
that in 1962 the industry should spend 
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about $2,166,000,000. Construction dur- 
ing the 1959-62 period is expected to cost 
about $7.9 billion, or about 25.7 per cent 
more than the $6.3 billion spent during 
the previous four-year period. 

The total utility plant of the gas indus- 
try has risen to a new high of $18,070,- 
000,000 from $16,690,000,000 in 1957, 
the AGA statistics indicate. 


Contract Rail Rate OK’d 


_ railroad freight charge, based 
on a stated volume of business over 
a 12-month period, has been approved by 
a division of the Interstate Commerce 
Commission in the matter of an agree- 
ment made by major coal-hauling rail- 
roads with Virginia Electric & Power 
Company. 


To be eligible for a 35 cents a ton dis- 
count on coal hauling, the utility must 
have received in a previous 12-month 
period 1.5 million tons of coal over the 
railroads. 

In the past, agreed rail freight charges 
have been controversial because railroads 
have threatened to make use of them to 
regain business lost to barges and trucks. 
The ICC group stated that the Virginia 
Electric case is the first in which it has 
faced the principal conditions of agreed 
charges. 

Two out of the three-member group 
found the contract rate acceptable. They 
said it involved no discrimination because 
other users of coal at six Virginia gen- 
erating points were not in competition 
with Virginia Electric. 


Alaska 


Power Pool Urged for Alaska 


ro advisory report issued by the Di- 
rector of the Office of Civil and De- 
fense Mobilization, Leo A. Hoegh, recom- 
mends the establishment of a power pool 
in the Anchorage-Fairbanks area of Alas- 
ka. The idea is to guarantee that military 
establishments and the economy in gen- 
eral will have a reliable source of power. 
Such a supply, the report states, will help 


produce an economy in Alaska which will 
insure both security and progress. The 
power pool recommended would consist 
of the systems of the military, the Bureau 
of Reclamation, the municipalities, and 
the electric associations. 

According to Mr. Hoegh, the report is 
being reviewed by OCDM to determine 
the steps required to carry out the recom- 
mendations that have been approved. 


California 


Protest New Gas Prices 


ee of the state of Cali- 
fornia has complained that if pro- 
posed prices for Texas natural gas are 
allowed to go into effect in the Los An- 
geles area, they would be unjustifiably in- 
creased over present rates. The argument 
was made that the Texas gas would cost 
Los Angeles area distributors 50 cents a 
thousand cubic feet, as compared with 


the average cost of 29 cents distributors 
now pay. 

The Texas gas in question is part of 
a project involving the Transwestern 
Pipeline Company of Houston. It seeks 
Federal Power Commission approval of 
the field prices it would pay natural gas 
producers and permission to build $191.7 
million worth of transmission facilities. 
The gas would be pumped to the Arizona- 
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California border in amounts of about 
300 million cubic feet daily and sold to 
Pacific Lighting Gas Supply Company, 
which would resell it to southern Cali- 


fornia consumers through affiliated com- 
panies. An FPC examiner has recom- 
mended approval of the project, including 
the prices. 


Indiana 


Kokomo’s Door-to-door Bus 


| paged not a practical plan for other 
bus company passenger ills, but a 
proven boon to Kokomo commuters, is 
Checker Transit Company’s plan for pick- 
ing up passengers at their doors. 

Carl L. Newton instituted this person- 
alized transit company when the local bus 
company went out of business in 1958. 
Newton’s bus-cabs charge only 25 cents 
and offer a half-hour service, but with a 
difference. In order to be picked up by 


the vehicle, the passenger must call the 
company. If no passengers call before a 
trip is scheduled to go out, the bus-cab 
skips a trip. 

Passengers like this service which picks 
them up at their door and delivers them 
right back to it, especially in view of the 
low fare. The flexibility of the service 
enables Newton to save on gas and re- 
pairs. Although his profits thus far have 
been slim, he hopes to do better through 
his combination of bus and taxi service. 


Michigan 
Atom Plant Plans Aired 


ONSUMERS PoWER CoMPANy has asked 
for state authorization of financial 
arrangements that would speed construc- 
tion of an atomic generating plant to 
serve northern Michigan. The company 
told the Michigan Public Service Com- 
mission that the $10 million write-off on 
a $30 million investment would be repaid 
by 1973 without increased rates. 
Consumers Power would add $10 mil- 
lion to its rate base, then amortize the 
sum over a 12-year period with no rate 


increase on that account. Income taxwise, 
however, the company would benefit be- 
cause the $10 million would be allocated 
as a cost-of-operation research and devel- 
opment project. 

The new plant would be a boiling wa- 
ter type, which is supposed to offer the 
best chance of achieving competitive pow- 
er production. It would be a direct-cycle, 
force-circulation boiling water unit that 
would produce 50,000 kilowatts of elec- 
tricity. Research would be its major non- 
commercial function. 


Missouri 


Rate Increase Questioned 


MOTION for a rehearing on the Union 

Electric Company’s rate increase 
was filed with the Missouri Public Serv- 
ice Commission on July 24th. The mo- 
tion was filed by the St. Louis County 
League of Municipalities and Richmond 
Heights and University City. 
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The commission granted Union Elec- 
tric an increase of $6,478,000 a year on 
July 16th. The new rates would become 
effective on August 5th unless the case is 
reopened. 

Mayor Nathan B. Kaufman of Uni- 
versity City, who also is president of the 
County League of Municipalities, said 
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recently that a formal motion for a re- 
hearing would be filed. He added, how- 
ever, that if the motion were overruled, 


the rate increase would not be appealed 
to the courts. Rehearings seldom are 
granted by the commission. 


Nebraska 


Oppose Gas Rate Hike 


Aa" of customers of the Northern 

Natural Gas Company have ex- 
pressed opposition to a proposed rate in- 
crease by Cities Service Gas Company, 
one of Northern Natural’s suppliers. 
Twenty-eight utilities — most of them 
from Iowa, Minnesota, and Nebraska— 
attended a meeting in Omaha to shape 


New 


Transit Plan Approved 


A NEW corporation by the name of 
Capital Transit has been given state 
public utilities commission approval of its 
plans to acquire the municipal franchises 
and equipment of Trenton Transit for 
$600,000. 

Capital Transit will maintain service 
for 4,000 daily passengers on 16 routes in 
the Trenton area. The same schedules 
and rates of fare that were used by Tren- 
ton Transit will be retained by the new 
company. Many of the old company’s 
employees would also be kept on by the 
new organization. 

Trenton Transit had been on the verge 
of abandoning service because of losses 
—it had a deficit of $131,000 in 1958. 
Capital Transit is hopeful it will derive 
$32,000 in net operating income from the 
operation of the transit company during 
the present fiscal year. 

Thomas E. Peacock, general manager 


testimony designed to prevent the rate in- 
crease. Carl Cummins, attorney for 
Northern States Power Company, said 
the utilities contend the rate rise is not 
justified and that the increase will ulti- 
mately mean an increase in Northern’s 
rates to its customers. 

A hearing on the increase will be held 
in Washington, D. C., in a couple of 
months. 


Jersey 


of Trenton Transit, was named president 
of the new company. 


Ask Vote on Rail Aid 


A outline of a plan to end the com- 
muter crisis in New Jersey was made 
public by the New Jersey Division of 
Railroad Transportation. It sent a tenta- 
tive draft of a bill to the state legislature 
that would set the program in motion. 
The bill calls for a referendum on No- 
vember 3rd in which the voters would be 
asked to put the state’s credit behind $430 
million in outstanding bonds of the New 
Jersey turnpike. The money would be 
used to improve rail service and to grant 
the railroad companies some tax relief. 
The proposed measure would also cre- 
ate a special transportation fund from 
excess turnpike revenues. The use of the 
money would be restricted to transporta- 
tion purposes and spending would be de- 
cided by an annual appropriation bill. 


New York 


To Spend $1 Billion 1959-63 


eager Epison has announced 
that it plans to spend $1 billion for 
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new facilities in the five years 1959 to 
1963, inclusive. This is as much as was 
spent by the company in all the years fol- 
lowing World War II. 
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On July 22nd Consolidated Edison in- 
creased its system generating capacity by 
335,000 kilowatts when it brought in on 
its line the Arthur Kill station in Travis, 
Staten Island. The new unit, which cost 
$83.5 million, raised the combined gen- 
erating capacity of the company’s nine 
generating stations to 4,426,000 kilowatts. 


Rate Increase Deferred 


— a one per cent rise in New York 
city’s gross receipts tax on utilities 
going into effect on July 1st, Consolidated 
Edison Company asked for a one per cent 
increase in its electric, gas, and steam 


rates to compensate for the increase. This 
amounted to $4,571,000. But the New 
York commission ruled that the hike 
would have to wait and be included in 
the general inquiry now being conducted 
of Consolidated Edison’s rate structure. 
However, this would apply only to the 
electric portion of the rate request, which 
amounted to $3,625,300. The gas and 
steam rates, the commission stated, would 
be taken up later in a separate hearing. 

Consolidated Edison, in asking for the 
increase, maintained that its earnings 
were not adequate to absorb a doubled 
receipts tax. 


Pennsylvania 


Increase Conceded 
“Reasonable” 
— PER CENT gas rate increase ob- 


tained by the Manufacturers Light 

& Heat Company of Pittsburgh has been 

called a reasonable one by the parties in- 

volved, even the opponents of the $4,- 
786,500 annual boost. 

Attorneys for the gas company, the 

cities of Pittsburgh and New Castle, as 


well as four industrial companies, all 
signed an agreement in which they con- 
ceded that the amount asked for by Man- 
ufacturers was satisfactory. 

While this agreement has no binding 
effect on the Pennsylvania commission, it 
should of course prove highly persuasive. 
Manufacturers claims the increase is nec- 
essary to offset higher operating expenses 
in addition to its purchases of gas from 
wholesale suppliers. 


Texas 


Sells Gas at Big Loss 


oa in Houston the city-operated 
Magnolia Gas System is reported as 
buying gas for 26.9 cents per thousand 
cubic feet and selling it at a loss for 26 
cents to large industrial users. More- 
over, these same big industries are getting 
60 per cent of their gas free from the 
city system simply because of inadequate 
meters. 

Residential users are also paying rates 
far under those adopted by the city coun- 
cil for the Houston Natural Gas Cor- 
poration. 
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The Magnolia Gas System manager 
explained that special meters which are 
needed to measure the flow of gas to large 
industrial customers are lacking and cost 
$1,200 each. He claimed he had always 
been rebuffed in his attempts to secure 
them on grounds they cost too much. 

The system sells gas to about 50 indus- 
trial customers and 8,000 residential con- 
sumers. Residential customers pay 55 
cents for the first 400 cubic feet of gas, 
whereas Houston Natural Gas charges 
residential users $1.60 for the first 400 
cubic feet. 
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Trends and Topics 


Rate Differential to Cover Higher Costs of 
Underground Electric System 


Peer of rates must always be weighed in the light of conditions 
which affect cost of service. Questions of discrimination because of rate 
differences also involve questions of cost differences. Some electric companies 
have found it necessary to impose higher rates for service through under- 
ground lines than service through overhead wire construction because of the 
higher costs of the former. 

The Massachusetts commission recently approved such a differential. The 
commission said that the cost of construction and maintenance of underground 
systems is substantially in excess of the cost applicable to overhead systems. 
The commission agreed with Southern Berkshire Power & Electric Company 
that it would be unfair to the large majority of customers to place the burden 
of these higher costs occasioned by the underground system on the many cus- 
tomers who do not benefit by it (28 PUR3d 296). 

The New York commission, in a rate investigation, said that when one con- 
siders the rates being charged in any area, the character of the territory served, 
the nature of the property, and many other factors, should always be kept in 
mind. It was said to be impossible to make fair comparisons without reference 
to local conditions such as the extent of underground as contrasted with over- 
head lines, among other factors (6 PUR NS 132). 

Testimony in a rate proceeding before the New York commission showed 
that a differential of 1.6 cents between overhead and underground service 
would cover the extra cost of underground service. The company brought out 
in cross-examination that certain property had been omitted which if included 
would raise this to 2.0 cents per kilowatt-hour. The commission said that the 
rates established by the reduction stated should, therefore, provide a differential 
not exceeding 2.0 cents per kilowatt-hour for underground service; also a 
higher minimum charge but not more than double that for overhead service 
(8 PUR NS 143, 155). 

The related question of charges for underground extensions is discussed by 
the California commission in the Walnut Creek case, reviewed below. 
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Review of Current Cases 


Applicants for Underground Electric Service 
Must Pay for Underground Facilities 


HE California commission dismissed 

a complaint by the city of Walnut 
Creek seeking to compel Pacific Gas and 
Electric Company to provide service and 
bear the cost of underground facilities re- 
quired by ordinance in certain districts. 
The area affected by an ordinance of Wal- 
nut Creek is not now developed but is to be 
developed in some indefinite future period. 
The company did not challenge the 
validity of the ordinance. It required, how- 
ever, that applicants for service pay the 
cost of the underground facilities in ex- 
cess of the cost of overhead equipment. 

Besides contending that the company’s 
position was discriminatory, the city 
urged that it would thwart the intent of 
the ordinance. 

The California commission sustained 
the company. While it was felt that re- 
vision of the company’s rules relating to 
underground facilities might be overdue, 
nevertheless, they supported the com- 
pany’s practice, of many years’ standing, 
of requiring applicants for underground 
service to pay the estimated cost of pro- 
viding underground facilities, less the cost 


& 


of overhead facilities. This is the general 
practice of all electric utilities in the state, 
the commission observed. 


Economic Justification 


Held to be “contrary to the very essence 
of regulation” was a contention that the 
company must provide service to all pro- 
spective customers in its service territory 
regardless of the expense it would have to 
incur in complying with an ordinance pre- 
scribing the types of facilities which may 
be installed in a given area. Reasonable- 
ness, the commission pointed out, is the 
foundation of regulation. 

In areas where the density and magni- 
tude of the electrical load economically 
justify underground installation, utili- 
ties generally provide underground facili- 
ties without special charge. Here, how- 
ever, the entire city of Walnut Creek, 
much less the underground districts alone, 
did not have as great a load as some single 
buildings elsewhere in the company’s sys- 
tem. City of Walnut Creek v. Pacific Gas 
& E. Co. Decision No. 58551, Case No. 
6173, June 8, 1959. 


Future Plant Additions Properly Included 


HE Maryland court of appeals has re- 

versed a circuit court judgment and 
held that the commission could properly 
include future plant additions in Balti- 
more Gas & Electric Company’s fair 
value rate base where the property would 
be put in service by the end of the current 
year. The commission, in determining that 
a 6.20 per cent return was reasonable, had 
added net additions to plant in 1958 to a 
rate base figured as of the end of 1957. 
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The lower court’s view that, unless prop- 
erty was actually in service at the time of 
the company’s application for rate revi- 
sion, it was not used and useful in render- 
ing service to the public, was considered 
too narrow. 

The phrase “used and useful in the pub- 
lic service,” pointed out the court, his- 
torically does not rigidly and literally bind 
the rate-setting body to that which has 
occurred at the time of the hearing. It 
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had long since been established, for ex- 
ample, that inclusion of property acquired 
and held in anticipation of reasonable fu- 
ture needs but not actually in service is 
proper. The regulatory body could include 
such property if it determined that the 
acquisition was reasonably necessary and 
its use might be anticipated with reason- 
able precision, or if the property was like- 
ly to be placed in service within the period 
for which the rates were fixed. 
Conditions in recent years, continued 
the court, have persuaded regulatory 
agencies throughout the country to include 
in the rate base, as used and useful in the 
public service, property estimated to be in 
service by the end of the test year. Con- 
ditions which have prompted this practice 
are inflation, attrition, and regulatory lag. 
The court, citing “Rate of Return,” by 
Ellsworth Nichols, pages 153 and 158, 
noted that the commission could have at- 


tempted to meet the problems of inflation, - 
attrition, and regulatory lag in various 
ways. It chose, as an appropriate method 
of rate making under present conditions, 
to use as a test year the calendar year in 
which the hearing was held (rather than 
a 12-month period which had already ex- 
pired), to use a year-end (rather than an 
average) rate base, to include in the rate 
base net additions to plant that the evi- 
dence showed would be in service by the 
end of the test year, and to use estimated 
income and expenses of the test year to 
determine the proper rate of return. The 
commission could reasonably and properly 
determine that the time of use of the net 
additions to plant in 1958 was, in the 
words of Justice Cardozo, “so near that 
they may be said, at least by analogy, to 
have the quality of working capital.” Bal- 
timore Gas & E. Co. v. People’s Counsel, 
No. 21, June 29, 1959. 


Commission Justified in Subjecting Electric Co-op to Regulation 
tween the co-op and a private utility had 
made it imperative that the co-op be sub- 
jected to the commission’s regulatory 
powers. 


HE Arizona supreme court affirmed, 

as modified, a judgment affirming a 
commission order in a case arising from a 
complaint by members of an electric co- 
operative. The co-operative had contended 
that the court erred in approving the as- 
sumption by the commission of jurisdic- 
tion over the co-operative. 

The court pointed out that an electric 
co-operative is a public service corpora- 
tion subject to commission jurisdiction. 
Although it is not a public utility, since it 
is not a person, corporation, or associa- 
tion engaged in a business affected with a 
public interest and required to serve every- 
one in the area where it operates who ap- 
plies for service, the Constitution granted 
the commission authority to assume juris- 
diction over public service corporations. 
Moreover, aside from constitutional lan- 
guage, a threatened competitive war be- 


Duplication of Facilities 

Another complaint advanced by the co- 
operative was that it had been prohibited 
from duplicating existing electrical facili- 
ties when there was no such order out- 
standing as to any other utility duplicating 
its facilities. The court’s answer was that 
it is implicit in the principal of regulated 
monopolies that duplication of services is 
prohibited. Also, restrictions imposed 
upon any other companies would have 
been wholly outside the issues of the case 
and pure dictum. 


Charter Restrictions 
The court did agree with the co-op’s 
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contention that the judgment erroneously 
required it to serve not only its members 
but any one applying for service. The ar- 
ticles of incorporation set forth the co-op 
as a nonstock and nonprofit co-operative, 
limiting service to members only. Any at- 
tempt to go beyond the service of electric 
energy to members would be ultra vires 
and void, said the court. The judgment did 
not have the effect of changing the nature 
and purpose of the co-op’s business to 
other than that stated in the articles of in- 
corporation. 


Service Discontinuance 


The court also agreed that the commis- 
sion had erred in directing the co-op to 
remove facilities and discontinue service 
to specific customers if a private company 
extended service to such customers within 
ninety days. The uncontroverted facts 
showed that at the time the co-operative 
made its installations and began service, it 
had been free to enter the area in question 
and serve members without let or hin- 
drance from any source. The co-op had 
expended a considerable sum of money in 
making the installations preparatory to 


3 


service to those members, and would be 
able to salvage little of the cost if it was 
required to remove them. 


Second-class Citizen 


The co-operative had also complained 
that the commission’s order had made it a 
“second-class citizen.” If by the term, the 
co-op meant that the commission had 
classified it as something less than a full- 
fledged public utility, said the commission, 
the designation was correct. A public util- 
ity is a person, corporation, or other as- 
sociation carrying on an enterprise for the 
accommodation of the public, the members 
of which, as such, are entitled as of right 
to use its facilities. It carries with it the 
duty to serve the public and treat all per- 
sons alike without discrimination. The co- 
operative was only required to serve its 
own members and under its charter 
was only empowered to serve its mem- 
bers. The commission had assumed 
jurisdiction over it, not because it 
was a public utility, but because it was a 
public service corporation. Trico Electric 
Co-op, Inc. v. Arizona Corp. Commission 
et al. 339 P2d 1046. 


No Bias Presumed from Coupling of Commission’s Judicial 
Function with Obligation to Contract 


HE Vermont supreme court affirmed 

a commission order denying munici- 
pal electric plants permission to construct 
high-power transmission lines as part of 
the transmission system for the distribu- 
tion of St. Lawrence power. The cost of 
such a project was considered by the court 
to be one of the critical elements in evalu- 
ating public good. 

The cost represents the burden against 
which the benefits must be balanced, par- 
ticularly where the impact of such cost will 
be passed on to the state’s consumers of 
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electrical energy generally. In the absence 
of evidence as to cost of construction, it 
would have been error for the commission 
to find affirmatively on the issue of public 
good. 

The municipal plants sought to avoid 
the consequences of failing to introduce 
evidence as to cost of construction by stat- 
ing that the record made an obvious case 
of prejudgment on the part of the com- 
mission. Arbitrary or capricious actions 
on the part of a trier of facts, answered 
the court, will not be presumed in the ab- 
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sence of any evidentiary support. 

The mere coupling of the judicial func- 
tion of the commission with the obligation 
to contract for St. Lawrence power, with- 


e 


out more, did not raise a presumption of 
bias, prejudice, prejudgment, or denial of 
due process. Re Village of eaameian) et 
al. 151 A2d 319. 


Deferred Income Tax Reserves Deducted from Working Capital 


HE New Hampshire supreme court 

affirmed a commission order (27 
PUR3d 113) increasing electric rates for 
Public Service Company of New Hamp- 
shire and its wholly owned subsidiary, 
New Hampshire Electric Company. The 
rates were calculated to yield a return of 
5.65 per cent. 

The chief issue relating to the rate base 
determination arose out of the circum- 
stance that Public Service Company held 
certain “emergency certificates” entitling 
it to an income tax deduction for ac- 
celerated amortization of the facilities to 
which the certificates relate. 

Under accounting procedures estab- 
lished by the commission, the company had 
established a “restricted surplus account” 
reflecting the difference between the actual 
income tax paid after deductions for ac- 
celerated amortization and the amount 
which the tax would have been if com- 
puted with deductions for normal de- 
preciation only. This restricted surplus 
was held by the company against future 
income tax liability in order to protect 
future ratepayers. 

For rate-making purposes, however, the 
company’s expense for income taxes for 
the test year was normalized by an upward 
adjustment. This permitted recovery of 
income tax liability through rates at a con- 
stant level, based upon normal deprecia- 
tion of the company’s property through- 
out its useful life, rather than at a lower 
level for the five-year period of accelerated 
amortization, followed by a higher level 
for the remaining life of the property. 


The commission had deducted from the 
company’s working capital requirement 
$2,702,000 on account of “deferred in- 
come tax availability.” The commission 
had found this amount to be the average 
amount of “restricted surplus” available 
during the test year. 

The court concluded that the commis- 
sion acted properly. It said that to the ex- 
tent that tax benefits resulted to the com- 
pany from accelerated amortization, the 
investor was relieved from the need for 
providing working capital, and the com- 
pany was relieved of the burden of obtain- 
ing additional financing to provide such 
capital. 

Current ratepayers, however, received 
no benefit, according to the court, since 
they pay rates calculated on a basis of a 
normal-size tax, as if the company were 
taxed upon its income reduced by un- 
accelerated depreciation only. 

The court pointed out that Congress has 
not undertaken to provide what effect, if 
any, § 168 of the Internal Revenue Code 
of 1954 shall have upon rate making. It 
said that the congressional purpose was 
accomplished when the company was en- 
couraged to undertake the construction of 
facilities deemed necessary in the interest 
of national defense. 


Rate Statutes 


The companies claimed that the com- 
mission’s action was erroneous as a matter 
of law. The governing rate statute pro- 
vided that temporary rates should be suf- 
ficient to yield not less than a reasonable 
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return on the cost of the property of the 
utility, used and useful in the public serv- 
ice, less accrued depreciation. The com- 
panies claimed that the restricted surplus 
account was property of the utility upon 
which it was entitled, under the statute, to 
a reasonable return. The court believed 
that this argument disregarded the fact 
that the statute provided for a return upon 
the cost of the property, and that the sur- 
plus account was acquired by the company 
without cost. 


Rate Classifications 


Wholesale consumers argued that their 
rate was discriminatory because it pro- 
vided a proportionately higher rate of re- 
turn than the overall average rate allowed. 
The court rejected the argument. The 
commission had found that in allocating 
the total rate increase among the various 
classes of service, the companies had im- 
proved the relationship of class returns to 
the average return. 

In support of their argument that they 
would be compelled unreasonably to sub- 
sidize other classes of consumers, the com- 
panies cited “Preparing for the Utility 
Rate Case,” by Francis X. Welch, for the 
proposition that an equitable rate means 
one which will require the customer “to 
pay no more and no less than his fair share 


e 


of the cost to the utility serving him.” The 
court pointed out, however, that Mr. 
Welch also said that “this is a theory 
which is virtually impossible to translate 
into precise mathematical practice.” 

It attached significance to his comment 
that “It is primarily the responsibility of 

. management, which obviously has 
more intimate knowledge and direct ex- 
perience with the economics of its own 
business operations, to establish the vari- 
ous rate structures.” Unlawful discrimina- 
tion, in Mr. Welch’s judgment, comes in 
question only when there is “a demon- 
strable abuse of the managerial discretion 
in selecting or adjusting the rate structure 
in the first place.” 

The court believed that the commission 
expressly recognized characteristics call- 
ing for differences in the level of return 
among the classes. At the same time, it 
said, the decision effected greater uni- 
formity among the classes of customers by 
directing a closer approach to the average 
of the return paid by all the classes. It 
concluded that the statutory presumption 
in favor of the commission’s finding that 
the differential in rates which persisted 
was reasonable was not overcome by other 
evidence. Public Service Co. of New 
Hampshire et al. v. New Hampshire et al. 
June 30, 1959. 


Legislature Can Limit Commission Jurisdiction 


HE legislature has power to limit the 

jurisdiction of the commission so as 
to preclude it from authorizing new pas- 
senger stage operations in Los Angeles 
county, the California supreme court 
ruled, notwithstanding a provision of the 
Public Utilities Code empowering the 
commission to certificate passenger stage 
operations and a state Constitution provi- 
sion that nothing in the Constitution shall 
limit the power of the legislature to con- 
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fer powers on the state commission. 

It was held that, in enacting a statute cre- 
ating a “special authority” to establish a 
mass rapid transit system in the Los An- 
geles metropolitan area and declaring that 
only a specially created authority could 
operate effectively in the area because of 
its nature and composition, the legislature 
contemplated a single integrated system of 
public transportation in the area and pre- 
cluded the commission from certificating 
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any new passenger stage _ services. 

The commission contended that the 
Public Utilities Code empowering it to 
certificate passenger stage operations con- 
trolled the statute creating the transit au- 
thority, on the ground that the Public 
Utility Act was the supreme state law. In 
support of this proposition the commis- 
sion pointed to the state Constitution 
which provides that nothing in the Con- 
stitution shall limit the power of the legis- 
lature to confer powers on the commis- 
sion. 


3 


Only in this limited sense, the court 
noted, is the Public Utility Act the su- 
preme state law. The legislature has the 
same power to modify or withdraw as it 
has to add to any jurisdiction previously 
conferred on the commission. Since the 
commission’s jurisdiction to grant cer- 
tificates is derived entirely from the legis- 
lature, that body has plenary power to 
modify, curtail, or abridge such jurisdic- 
tion. Los Angeles Metropolitan Transit 
Authority v. California Pub. Utilities 
Commission, 339 P2d 129. 


Rate Change Filings Upheld under Natural Gas 
Tariff and Service Agreements 


fies U. S. appeals court for the fifth 
circuit ruled that the Federal Power 
Commission had properly accepted for 
filing rate changes proposed by El Paso 
Natural Gas Company. 

Tariff and service agreements between 
El Paso Natural Gas and_ several 
utility company customers recognized that 
rates may be changed in accordance with 
8§ 4(d) and 4(e) of the Natural Gas Act. 
In upholding the commission, the court 
relied upon the 1958 Memphis decision 
handed down by the U. S. Supreme Court 
(26 PUR3d 314). 

The question before the court in the in- 
stant case was whether the commission 
should have rejected the filing as being an 
unlawful attempt to make a unilateral in- 
crease in rates for gas supplied under con- 
tracts fixing prices. The ruling in the 
Memphis case, involving a similar tariff 
and service agreement, resolved this ques- 
tion. 


Statute Permits Filings 


The high court held in that case that the 
Natural Gas Act did not preclude the pipe- 
line company from changing its rates by 


filing new rate schedules under § 4(d), 
subject to review by the commission under 
§ 4(e). 

It was there pointed out that the 
act comes into play as to rate changes only 
in (1) requiring the seller to file timely 
notice of change, (2) giving the commis- 
sion authority to review such changes, and 
(3) authorizing the commission to sus- 
pend new rates and to require the posting 
of a refund bond. 

The Supreme Court further observed 
that Congress, in enacting the Natural Gas 
Act, was concerned not only with the pro- 
tection of consumers from excessive rates 
but also with the legitimate interests of 
natural gas companies in whose financial 
stability the gas-consuming public has a 
vital stake. 

Under the rule in the Memphis opinion, 
said the appeals court, contract provisions 
recognizing that rates may be changed in 
accordance with §§ 4(d) and 4(e) pro- 
cedures are valid and do not violate either 
the letter or the spirit of the statute. 
Nevada Nat. Gas Pipe Line Co. et al. v. 
Federal Power Commission, Nos. 17074 
et al. May 27, 1959. 
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Sale of Bus Business Disapproved Because of 
Financial Factors 


HE Massachusetts commission disap- 

proved the proposed sale of a part of 
a large bus company’s business to a small 
operator because it was not satisfied that 
the transferee had the resources to con- 
tinue the operation for a reasonable pe- 
riod and to weather any temporary ad- 
verse conditions that might develop. In 
discussing the term “public interest” as 
used in the common carrier statutes, the 
commission said that a proposed trans- 
feree must establish his fitness, willing- 
ness, and ability to perform or furnish 
transportation for compensation. 


Financial Ability 


The principal evidence of financial abil- 
ity of the purchaser consisted of a balance 
sheet. On its face, it indicated an excess 
of current liabilities over current assets 
of more than $20,000. Furthermore, the 
statement of current assets included many 
items of personal property, not associated 
with the motor coach business. It was 
also noted that not all asset items were 
stated on a cost basis, but rather reflected 
someone’s estimate of present value. This 
was contrary to the commission’s rules. 
In particular, real estate which was stated 
to be approximately $50,000 in the bal- 
ance sheet was apparently purchased at a 
much lower cost. 

The commission said that the applica- 
tion presented a case of a marginal oper- 


ator assuming substantial obligations of a 
carrier with vastly greater resources and 
depending entirely upon credit to finance 
the new undertaking. It pointed out, how- 
ever, that it does not necessarily follow 
that a transfer from a larger to a smaller 
carrier can never be approved. On the 
contrary, it has approved many transfers 
of this sort. Nor did it intend any per- 
sonal reflection on the proposed trans- 
feree. In assessing the public interest, 
however, it must put short-run considera- 
tions aside. 

The commission acknowledged the fact 
that since November, 1958, the selling 
company has not engaged in its transpor- 
tation operations, owing to the pendency 
of a strike of its employees. Although a 
factor to be considered, this absence of 
service during the strike could not be- 
cloud the fact that the effect of the com- 
mission’s decision would be felt for an 
indefinite period in the future. 

The commission pointed out that if the 
transfer were approved, and later the 
transferee should be unable to continue 
service, the selling company, even if the 
strike were then settled, would not be ob- 
ligated to resume service. The public 
might then suffer complete and permanent 
loss of service. In view of this, the com- 
mission disapproved the sale. Re Eastern 
Massachusetts Street R. Co. et al. DPU 
12883, May 28, 1959. 


Producer Price Condition Issue Avoided in Pipeline 
Expansion Case by Purchase of Gas Leases 


660 Mcf of gas per day, designed to serve 
a number of existing utility customers. 
For the additional gas supply needed for 
this expansion, the pipeline relied on its 
right to acquire the Rayne field leases in 


HE Federal Power Commission ap- 
proved a $49 million expansion proj- 
ect proposed by Texas Eastern Transmis- 
sion Corporation in an amended applica- 
tion. The expansion will amount to 101,- 
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southern Louisiana under a lease-purchase 
agreement filed with the commission in 
late 1958. 

In the original application Texas East- 
erm proposed to obtain the additional 
necessary gas supply from the Rayne field 
by way of gas purchase contracts with 
producers at an initial price of 22.6 cents 
per Mcf plus a tax reimbursement of 1.3 
cents. Several protestants in that stage of 
the proceeding unsuccessfully urged the 
examiner to impose a price condition on 
the purchase of this gas. But before the 
commission could rule on the examiner’s 
decision, the application was amended to 
show that the project would rely upon the 
outright acquisition of the Rayne field 
leases. 


Price of Acquisition of Leases 


The only opposition to the company’s 
revised project came from the New York 
commission. It was contended that in order 
to justify certification of the modified 
project, the cost to Texas Eastern of the 
Rayne field leases must be justified on the 
basis of a justifiable cost of the properties 
to the producers from whom the pipeline 
would acquire them. The state commission 
urged that this was the federal authority’s 
only opportunity to require producer dis- 
closure of the costs associated with this 
gas and their relation to the sale price of 
the leases. 

The Federal Power Commission held 
that the public convenience and necessity 
were amply shown to support the modified 
project without examining into the cost 
to the pipeline of the leases to the extent 
advocated by the state agency. The com- 
mission noted that Texas Eastern had 


asked for no certificate authorizing the 
acquisition and that the commission had 
no authority to issue such a certificate. 

It appeared, however, that the average 
cost of producing the Rayne field gas 
would be 20.59 cents per Mcf and that the 
acquisition would result in a cost of gas of 
about two cents per Mcf lower than the 
initial price the producers originally pro- 
posed. Along with this considerable ad- 
vantage was the fact that the price for the 
leases was fixed and not subject to price 
escalations and indeterminate increases 
which could be expected under gas pur- 
chase contracts. 

Moreover, control of the rate of pro- 
duction by the pipeline would permit im- 
proved flexibility of pipeline operations, 
and since the purchase of leases is not a 
gas purchase contract, the price paid for 
them would not disrupt area prices by 
triggering favored-nation or price rede- 
termination clauses in existing gas pur- 
chase contracts. 


Project Economically Feasible 


After the proposed facilities are con- 
structed, Texas Eastern anticipates a sys- 
tem-wide rate of return for the first three 
years of 4.91 per cent, 4.85 per cent, and 
4.56 per cent. If rates are allowed to be 
increased, as proposed in another proceed- 
ing, a rate of return of 6.43 per cent, 6.41 
per cent, and 6.13 per cent can be expected 
for 1959, 1960, and 1961. The commis- 
sion thought the project was economically 
feasible. There was no question as to en- 
gineering feasibility, markets, or financ- 
ing. Re Texas Eastern Transmission 
Corp. et al. Opinion No. 322, Docket Nos. 
G-12446 et al. June 23, 1959. 


CAB Expertise Overrides Statutory Presumption 


HE U. S. court of appeals affirmed a 
Civil Aeronautics Board’s order re- 


fusing to approve the acquisition of a local 
or feeder service airline by another such 
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airline. The court pointed out that its 
function was to ascertain whether the in- 
ferences drawn by the administrative 
agency were within the reasonable bound- 
aries prescribed by the facts, not to draw 
its own inferences. The facts supported 
the board’s denial of the acquisition ap- 
plication. One airline had urged that the 
Civil Aeronautics Act raised a presump- 
tion in favor of mergers of air carriers. 
Be that as it may, commented the court, 
any such presumption can hardly survive 
the considered judgment of the board that 
a particular proposal is not consistent with 
the public interest. 

The airline next contended that the 
board had been arbitrary and had failed 
to make sufficient findings when it de- 
parted from established norms, For ex- 
ample, the airline argued, it was an estab- 
lished rule that the size of a proposed 
merged system is immaterial to approval 
of the merger, because the board had 
found the size of a merged system imma- 
terial in another case. 

The court pointed out that because the 


theme New York court of appeals has 
reversed a judgment which affirmed a 
commission order approving a telephone 
company rule prohibiting subscribers from 
attaching to, or using with, telephone di- 
rectories a cover not furnished by the com- 
pany containing advertising. 

A telephone directory, pointed out the 
court, is a device used in the business of 
telephonic communications, and is, there- 
fore, subject to the regulatory powers of 
the commission. However, the commis- 
sion’s jurisdiction is limited to those parts 
of the directory which constitute an es- 
sential public service. Alphabetical listing 
in the directories is such an essential serv- 
ice, but once a telephone company has dis- 
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Court Rules on Attachments to Directories 


size of a merged system had been found 
immaterial in one case could not make it 
an immaterial factor in all cases and under 
all circumstances. Likewise, because the 
board had established in another case that 
feeder routes need not be complementary 
in order to be merged, it was not incon- 
sistent to find in the present case that the 
trade areas of the two airlines had to be 
complementary. 

Lack of interarea local traffic, in the 
present case, was just one of several criti- 
cal factors. Such problems as these, said 
the court, cannot be solved by a mathe- 
matical computation. Judgment necessar- 
ily enters into each one, and Congress has 
given the agency power to exercise that 
judgment. The court can and should in- 
sure that the agency stays within the 
bounds of reason and outside the realm 
of caprice, but the court cannot substitute 
its own judgment as to what would or 
would not be inconsistent with the public 
interest in a proposed merger. North Cen- 
tral Airlines, Inc. v. Civil Aeronautics 
Board, 265 F2d 581. 


charged its duty, it is under no obligation 
to solicit advertisements for its direc- 
tories. The sale of advertisements is not 
considered an essential public service. 
The commission’s jurisdiction, with re- 
spect to advertisements, is limited to seeing 
that advertising is set up in a manner 
which does not unduly interfere with the 
use of the ordinary listings and that the 
privilege of inserting advertisements is 
available to all subscribers upon the same 
terms and conditions, without discrimina- 
tion. One of the petitioners, National Mer- 
chandising Corporation, was engaged in 
promotional advertising, and distributed to 
telephone subscribers in a particular area 
a clear plastic directory cover, to which 
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was attached a single opaque sheet con- 
taining advertisements of local merchants, 
together with their telephone numbers, as 
well as several emergency numbers for the 
locality. The covers were distributed with 
the compliments of the local advertisers. 
Once delivered, National claimed, it re- 
tained no control over the use to which the 
covers might be put by the subscriber. 
The court noted that the proposed tar- 
iff, as approved by the commission, os- 
tensibly governed the contractual relations 
of the telephone company and its subscrib- 
ers, but its admitted purpose was to in- 
hibit the activities of National and other 
firms engaged in similar enterprises. It is 
one thing, said the court, to have limited 
jurisdiction over advertisements in the 


directory to see that all advertisers are 
treated equitably, and to insure that maxi- 
mum revenues are derived from the sale 
of advertisements. It is quite another 
thing to assert jurisdiction to immunize 
telephone companies from competition, 
where the telephone companies engage in 
activities which do not come within the 
scope of an essential public service. Fur- 
ther, said the court, the attempted usurpa- 
tion of power cannot be justified on the 
ground that the activity of National con- 
stitutes unfair competition or interference 
with the telephone companies’ property 
rights since such matters are for the 
courts. National Merchandising Corp. v. 
New York Pub. Service Commission, 5 
NY2d 485, 158 NE2d 714. 


Minimum Bill for More than Readiness to Serve 
Held Unreasonable 


——_ bill of a water utility should 

be designed so as to enable the com- 
pany to recover from all of its consumers 
their proportionate share of certain fixed 
charges incurred in serving them (such as 
depreciation and taxes) and costs directly 
related to customers (such as meter read- 
ing and customers’ accounting), regard- 
less of whether a customer uses any water 
at all during a billing period, the Wyoming 
commission pointed out. 

Aside from a proposed minimum bill 
increase, the commission approved a 
water rate increase requested by Southern 
Wyoming Utilities Company for service 
in several communities. The new rates will 
afford little more than 4 per cent return on 
the depreciated original cost of facilities. 

A minimum bill of $3 per month for 
each meter was disapproved since it would 
permit consumers to use a considerable 
quantity of water (5,000 gallons in one 
community). The commission thought 
this was more than a bare service charge 


for readiness to serve, aside from any 
water consumed, and it concluded that the 
proposed charge was unreasonable. The 
established charge of $2 was continued. 

Protestants’ contention that the com- 
pany paid an affiliated company an exces- 
sive price for electric power required for 
pumping water was rejected. In a previous 
proceeding, the commission had approved 
this price. Furthermore, it was observed 
that during 1957 the affiliate had earned 
a rate of return of but 6.14 per cent on 
the depreciated original cost of its gen- 
erating facilities. 

In one community, water pressure was 
found to be inadequate for proper fire 
protection, and to some extent for do- 
mestic water service. The commission 
directed the company to make an engi- 
neering study of the water system in this 
area and submit a report within sixty 
days. Appropriate action will then be 
taken. Re Southern Wyoming Utilities 
Co. Docket No. 9350, June 17, 1959. 
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Customer Liable for Delayed Toll Charges 


I’ a telephone company’s delay in billing 
toll charges does not prejudice the cus- 
tomer, he has no basis for complaint, the 
New Jersey commission ruled. A customer 
who had made a number of toll calls on the 
credit card plan between April and August 
sought to avoid paying the charges for the 
calls which were not billed until the end of 
September. As grounds for refusing to 
pay, he pointed to the delay of several 
months in billing, along with the fact that 
he had paid previous monthly bills, cover- 
ing this period, with checks marked “pay- 
ment in full.” 

The company urged that toll charges 
were payable under its tariff upon request 
and that the customer’s checks previously 


accepted represented only the payment of 
the bill rendered. 

The commission found that by the 
nature of the charges made under the 
credit card system and because of the 
great size and complexity of the com- 
pany’s operations, there must of necessity 
be some delay in the billing of toll call 
charges. There was no evidence of preju- 
dice to the customer by reason of the de- 
lay. The commission also held that the 
mere notation “payment in full” on a 
check submitted to discharge a bill does 
not complete the payment of charges then 
unknown to the company. Komisarek v. 
New Jersey Bell Teleph. Co. Docket No. 
11211, June 2, 1959. 


Telephone, Withdrawn from Husband, 
Properly Denied to Wife 


HE New Jersey commission sustained 


the New Jersey Bell Telephone Com- 
pany in refusing to restore service which 
had been withdrawn by order of the chief 
of police of Jersey City following the ar- 
rest of the customer for gambling. The 
instant proceedings arose upon petition of 
the wife of the former customer for 
restoration of service. 

A company regulation provides that 
service may be refused upon objection by 
a governmental authority. In answer to a 
company inquiry, the chief of police did 
not expressly object to restoration of serv- 
ice but stated that “since the discontinu- 
ance of service was requested as a result 
of a gambling arrest on the premises, I 
cannot recommend a restoration of serv- 
oe” 

The commission considered this state- 
ment tantamount to an objection to 
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restoration of service, within the meaning 
of the company regulation. It was held 
that the regulation was reasonable and 
that the company could justly refuse serv- 
ice unless a proper governmental official 
indicated that there was no objection. The 
commission commented that it would not 
pass upon the propriety of the refusal of 
the official to grant a letter of “no objec- 
tion” to restoration of service. The proper 
forum was held to be a court of law. 

The question remained whether the re- 
fusal to provide service should extend to 
a spouse. In the commission’s view, the 
evidence showed conclusively that the pe- 
titioning wife in this case was merely an 
agent for her husband since the telephone, 
if restored, would be paid for by him and 
he would have free access to it. Lupo v. 
New Jersey Bell Teleph. Co. Docket No. 
11209, May 29, 1959. 
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Exhaustion of Administrative Remedies before Review 


HE rule that administrative remedies 

must be exhausted before judicial re- 
view of commission orders may be ob- 
tained has been reiterated by the South 
Carolina supreme court. The court ruled 
that a lower court had properly exercised 
its discretion in refusing to entertain juris- 
diction in a proceeding by a railroad for 
declaratory judgment in a matter relating 
to the use of conductors in sleeping cars. 
In effect, the company sought to bypass the 
commission. 


& 


The high court held that the lower 
court order must be affirmed in the in- 
terest of orderly procedure, notwithstand- 
ing that there had been considerable de- 
lay in a commission decision on an earlier 
petition by the railroad before the ad- 
ministrative body. The reason for the 
delay was in dispute between counsel, but 
the instant action was begun before a 
commission decision had been rendered. 
Pullman Co. v. South Carolina Pub. 
Service Commission et al. 108 SE2d 571. 


Statutory Exemption Must Be Given Effect 


HE California commission held that a 

company which collected and stored 
and shipped grocery merchandise was not 
a freight forwarder subject to commission 
regulation, because its activities fell within 
a statutory exemption. The evidence 
showed that the company did not hold it- 
self out to serve the public or any portion 
thereof, performed services only for its 
members, and conducted operations on a 
nonprofit basis. 

While it is true that any claimed ex- 
emption from the reach of a comprehen- 
sive regulatory statute must be strictly 
construed, commented the commission, it 
is also true that such exemption must be 
given effect if the plain language of the 


& 


statute prescribes such exemption, even 
though the exemption tends to defeat the 
overall purpose of the statute. It is the 
province of the legislature so to legislate, 
and it is the duty of the regulatory body to 
give effect to such legislation. 

Doubtless, pointed out the commission, 
exemptions make administration of a 
regulatory statute more difficult, but that 
is no concern of the regulatory body. Ex- 
emption from a regulatory statute should 
not be nullified by strained construction 
or impermissible interpretation, no matter 
how laudable the end sought may be. Un- 
lawful means cannot result in a lawful 
end. Re Grocery Shippers, Inc. Decision 
No. 58676, Case No. 6138, June 29, 1959. 


Private Carrier Permit on Limited Scale Granted Warehouseman 


HE Colorado commission granted a 
private motor carrier permit to a 
warehouseman, authorizing transporta- 
tion to and from the warehouse on a 
limited scale, within the Denver environs. 
The applicant had requested authority to 
and from any point in the state. 
The commission was of the opinion that 


the Private, or Contract Carrier Law of 
Colorado was not designed and drafted 
for the purpose of giving carte blanche 
authority to individuals, to give them the 
right to indulge in selected transportation 
business, taking such customers as they 
desire, and refusing others, without a real 
basis for the existence of a private or con- 
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tract carrier relationship with shipping 
customers. 

If any other philosophy were adopted, 
said the commission, it would mean that 
no private carrier application could ever 
be rejected. Anyone who desired could 
enter into the business of private trans- 
portation, skimming all the cream in the 
transportation field, giving highly per- 
sonalized, specialized service, with guar- 
anteed volume, to assure adequate op- 
erating ratios, to the end that the common 
carrier system, and, hence, public trans- 
portation for members of the general pub- 
lic who are not in a position to provide 
transportation for themselves, would be 
lost, and the ordinary person deprived of 
any public transportation whatsoever. 

The commission denied over-the-road 
authority to any point in the state. The 
aspect of local carriage within metro- 
politan Denver presented an entirely dif- 
ferent situation. The combination of stor- 
age, warehousing, and transportation 
raises the possibility of commingling the 
unregulated with the regulated, to the end 
that one might be utilized as a loss leader 
to accrue advantage for the other, the 
commission said. Once a person engaged 
in an unregulated business, such as stor- 
age and warehousing, is given authority 


to transport commodities as a carrier for 
hire, he is immediately given a competitive 
advantage, unless his competitors are like- 
wise accorded the same facilities and ad- 
vantages. 

Where the commission had permitted 
transportation for hire in the past, in con- 
nection with warehousing, there had been 
a demand for the type of service involved. 
To deny the present application with re- 
spect to the Denver area would be invading 
the nonregulated field of warehousing, 
giving benefit and advantage to one and 
penalizing the other. 

The commission did not say that such 
a factor alone was controlling, but where, 
as in this case, there were customers of 
the warehouse who needed and demand- 
ed the service to be offered, who would 
enter into special contracts—either oral 
or written—with the applicant, and who 
would otherwise be inconvenienced by 
lack of a co-ordinated private carrier 
service for the storage of their materials 
in the applicant’s warehouse, the com- 
mission believed it was in the public in- 
terest to authorize such carriage trans- 
portation on a limited scale. Re Market 
St. Transfer & Storage Co., Inc. Apph- 
cation No. 17161, Decision No. 52547, 
June 23, 1959. 


Private Carrier Permit Considered Lesser of Two Evils 


HE Colorido commission, in approv- 
ing a private permit holder’s request 
for permission to add a customer to his 
list, commented that it was better to allow 
the carrier for hire to perform specialized 
services than to compel a shipper to engage 
in commercial carriage. Private carrier 
permit applications, said the commission, 
present grave and serious problems. 
On the one hand there are the natural 
needs and desires of the shippers for a cus- 
tom, personalized service, which, in many 
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instances, is to satisfy the desires of cus- 
tomers and to meet the competitive serv- 
ice of other businesses in the same field. 
At the same time, however, the commis- 
sion is faced with a greater expanding 
demand for such personalized, custom 
service, either through private or contract 
carrier, or commercial carrier, which un- 
doubtedly constitutes an erosion upon the 
business available to common carriers, and 
which possibly could ultimately lead to a 
destruction of the integrity of the public 
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transportation business. Thus, a regula- 
tory commission is faced with the dilemma 
of serving the needs of shippers, whom it 
is duty-bound to serve, and at the same 
time maintaining the integrity of the com- 
mon carrier, or public transportation sys- 
tem. 

The commission noted that it could in- 
dulge in a dog-in-the-manger attitude, and 
adopt a policy of wholesale rejection of 
private carrier applications. It was fearful, 
however, that such policy would be incon- 
sistent with the free movement of goods 
which the shippers needed and demanded. 

In the present case, the shipper had 
testified that his competitive position had 
suffered by virtue of his failure to give 
immediate deliveries, aid that it was not 
feasible for him to obtain the services of 


a common carrier to perform the needed 
service. 

The shipper had inferred that it 
would necessarily have to furnish the serv- 
ice to itself, in the alternative. 

Put the commission denied, in the same 
application, permission to add a second 
customer to the permit holder’s list. The 
shipper had not evidenced a need of per- 
sonalized service. It appeared to be more 
a matter of personal friendship. In view 
of the adequate existing common carrier 
authority to perform the requested serv- 
ice, said the commission, which undoubt- 
edly would be impaired, it did not feel 
justified in granting the request. Re De 
George (De George Transfer & Stor- 
age Co.) Application No. 17163, Decision 
No. 52565, June 25, 1959. 





Other Recent Rulings 


No Right to Reparation. The U. S. 


Supreme Court ruled that a shipper under 
the Motor Carrier Act cannot challenge 
in postshipment litigation the reasonable- 
ness of tlie carrier’s charges made in ac- 
cordance with a filed tariff. 7.J.M.E., Inc. 
et al. v. United States, 3 L ed 2d 952, 
79 S Ct 904. 


Operating Evidence for Rate Change. 
A federal appeals court upheld a Federal 
Power Commission decision which ruled 
that a natural gas producer rate change 
was not sustained by sufficient evidence 
where no showing was made as to the 
producer’s cost of operations or invest- 
ment in plant. Episcopal Theological 
Seminary of the Southwest et al. v. Fed- 
eral Power Commission, Nos. 14581, 
14588, June 18, 1959. 


Equity and Commission Powers. The 


Pennsylvania supreme court held that the 
basic right of a railroad to use a siding 
on a certain tract of land was a matter 
within the jurisdiction of a court of equity 
and beyond the power of the commission 
to decide, where the case might involve 
trespass or an unreasonable increase in 
the burden on the land. Rogoff v. Bunch- 
er Co. 151 A2d 83. 


Water Rate Increase. The Missouri 
commission authorized a water company 
to increase rates to a level calculated to 
yield a return of 5.06 ver cent, this being 
the first rate change for the company in 
thirty-six years. Re St. Joseph Water 
Co. Case No. 14,105, May 28, 1959. 


Stock Dividend. The Missouri commis- 
sion authorized the Arkansas-Missouri 
Power Company to issue a stock dividend 
where it found that it would not impair 
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the company’s ability to perform its serv- 
ice obligations or impair its capital struc- 
ture. Re Arkansas-Missouri Power Co. 
Case No. 14,209, June 1, 1959. 


Cost Evidence Admissible. In denying 
a petition for reconsideration, the Federal 
Power Commission held that cost evi- 
dence is admissible in a natural gas pro- 
ducer certificate proceeding to determine 
whether a proposed price meets the statu- 
tory standard of public convenience and 
necessity. Re Transwestern Pipeline Co. 
et al. Docket Nos. G-14871 et al. June 
1, 1959. 


Sewer Extension Rule. The Wiscon- 
sin commission directed a sewer utility 
to establish a rule whereby it would con- 
struct at its own expense all extensions 
within a distance of 50 feet of the end of 
an existing main, with applicants con- 
tributing the cost of extension beyond the 
50-foot portion, exclusive of connecting 
or outfall sewers. Watral v. City of Hay- 
ward, 2-U-5158, June 5, 1959. 


Part-time Agency Service. A railroad 
company, though not permitted to discon- 
tinue agency service entirely at a small 
station, was authorized by the Wisconsin 
commission to maintain only a part-time 
agency service at the station, observing 
posted hours and continuing less-than- 
carload service in order to satisfy the 
public needs. Re Chicago, M., St. P. & 
P. R. Co. 2-R-3408, June 11, 1959. 


Telephone Boundary Service. The Wis- 
consin commission directed a telephone 
company to extend direct service from its 
exchange to an applicant residing in a 
boundary-line town served by both this 


company and another company, where 
such other company would provide ex- 
tended area service to the desired ex- 
change only upon the payment of a sub- 
stantial construction charge and where 
the service so ordered would best accom- 
modate the needs of the applicant. Re 
Peters, 2-U-5165, June 11, 1959. 


Electric Rate of Return. A small elec- 
tric utility was authorized by the Wis- 
consin commission to increase rates suffi- 
ciently to afford a rate of return of 6 per 
cent based on a net book value rate base. 
Re City of Lake Mills, 2-U-5142, June 
15, 1959. 


Operative Rights. The California com- 
mission held that, while the better policy 
is to construe operative rights to be suffi- 
ciently broad to permit carriers and ship- 
pers to have the benefits of new methods 
and techniques, the holder of a certificate 
has the obligation to inaugurate new serv- 
ice when the public requires it. Re Valley 
Express Co. Decision No. 58601, Appli- 
cation No. 40718, June 16, 1959. 


Grant of Additional Authority. The 
Utah supreme court rejected a contention 
that the commission acted arbitrarily in 
granting additional authority to a con- 
tract carrier to haul freight for contract 
shippers at a lower rate than that charged 
by common carriers, where the latter 
would not be deprived of any business 
since the particular shippers had previous- 
ly hauled their own freight and would 
continue to do so if the carrier failed to 
obtain the necessary authority. Salt Lake- 
Kanab Freight Lines, Inc. v. Robinson 
(A. B. Robinson Truck Line) et al. 339 
P2d 99. 
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Industrial Progress 


ver $460,000,000 Spent by 
VEPCO on Facilities 
In Past 10 Years 


RGINIA Electric and Power Com- 
iy has spent over $460,000,000 in 
iding new facilities and plants dur- 
the past ten years, A. H. Mc- 
well, Jr., president, announced re- 
tly. For the first six months of 
9 $22,720,000 was spent of an 
imated construction budget of $53,- 
000 for 1959. Mr. McDowell said 
t the continuing construction ex- 
ditures are necessary to meet the 
vand of Vepco’s customers. 
Juring the past twelve months, he 
25,000 new customers had 
ght the total number served by 
pco to 729,875 electric customers 
195,295 gas customers. 


rida P&L Orders 300,000 kw 
Generator from G-E 


ORIDA Power & Light Company 
fiami, Fla.) has purchased a 300,- 
) kilowatt steam turbine-generator 
t from General Electric Company’s 
rge Steam Turbine-Generator De- 
tment. 

ccording to the Florida utility, 
s had been submitted by both do- 
tic and foreign manufacturers for 
maller 240,000 kilowatt unit, but a 
ppraisal of the future electric pow- 
oad requirements indicated a larg- 
init was needed. 

he unit sold by General Electric 
cheduled for delivery in September 
1961, and “is larger than any that 
foreizn concerns could deliver” by 
date, according to Florida Power 
ight Company. 


Burroughs Announces New 

e of Automatic Accounting 
Machines 

OMPLETE new line of auto- 

I¢ accounting machines that will 

solete thousands of conventional 
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bookkeeping machines in use today” 
has been developed by Burroughs Cor- 
poration. 

Ray R. Eppert, Burroughs presi- 
dent, said the new series of electro- 
mechanical machines for business and 
industry represents one of the most 
important advances in conventional 
bookkeeping equipment in the past 
decade. Ten models of the machine 
will be placed on the market this 
month. 

Designed for all types of businesses 
—from dress shops to public utilities 
—the general purpose machine is the 
first fully automatic mechanical ac- 
counting device equipped with a “dual 
printer,” a special feature that in- 
creases operating speeds by as much 
as 50 per cent. 

The new device, a numeric data 
processing accounting machine, Series 
5000, is an outgrowth of Burroughs’ 
famed Sensimatic. Like the Sensi- 
matic, the new line fills the middle 
ground between the company’s small 
portable bookkeeping machines and 
high speed electronic data processing 
equipment, Mr. Eppert declared. 

Prices will range from about $3,000 
to $7,500. 

Production on six of the 10 new 
models already has been started at the 
firm’s sprawling Plymouth, Michigan, 
plant. Production of remaining mod- 
els will begin before the end of the 
year, he said. 


I-T-E to Sell Transformers in 
Change of Sales Policy 


I-T-E Circuit Breaker Company, 
Philadelphia, joins the ranks of major 
transformer suppliers with an an- 
nouncement that it will sell direct to 
utilities and industry its complete line 
of liquid-filled and dry-type distribu- 
tion and power substation transform- 
ers, according to a recent announce- 
ment. 

The company has produced trans- 
formers since 1948—but solely for use 


in its own rectifier and unit substation 
products. 

The basic change in sales policy is 
a first step in a move by I-T-E to sell 
direct to the user. I-T-E’s Trans- 
former & Rectifier Division produces 
transformers for its own rectifier and 
primary and secondary unit substa- 
tions—in addition to the outdoor sub- * 
station type. 

Three-phase substation transform- 
ers are available in a range from 112.5 
through 10,000 kva. Single-phase 
units run from 100 through 3,333 kva. 
Primary voltages range to 69 kv. 


Manual Shows Savings From 
Continuous Boiler Blowoff 


POSSIBLE savings in both labor and 
operating costs through the use of 
continuous boiler blowoff systems 
rather than intermittent manual blow- 
off can yield a higher return on equip- 
ment cost than almost any other type 
of plant investment, according to a 
revised bulletin on continuous blow- 
off equipment just published by Coch- 
rane Corporation. 

In a typical example, a 600 psig 
boiler evaporation 100,000 Ibs./hr., 
heat recovered during a 4000 hr. oper- 
ating period amounted to a fuel saving 
of $3080. A simplified method includ- 
ing quick-reference charts is given in 
the bulletin to enable boiler users to 
estimate potential heat savings for 
various continuous blowoff arrange- 
ments. 

Many types of continuous blowoff 
installations may be selected, depend- 
ing on plant requirements. Such sys- 
tems as simple heat exchangers, or 
flash tanks, flash condensers and heat 
exchangers are discussed and illustrat- 
ed in the publication. 

Copies of the bulletin (Pub. 5700- 
A) may be obtained from Cochrane 
Corporation, 17th street below Alle- 
gheny avenue, Philadelphia 32, Pa. 

(Continued on page 20) 
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Unity Group 
BRUCE A. McCANDLESS, vice and LP-Gas distributors. 


of local-level education and advertis- Gas Association to its members. 





president of the Milwaukee Gas Light The text of the Milwaukee Plan 
Company, has accepted chairmanship will be distributed by the American 
of the Gas Unity Committee, a group Gas Association to all gas utility mem- 
set up in 1957 to develop a program bers and by the Liquefied Petroleum 


ing to promote the use of gas, both According to H. Leigh Whitelaw, 
city-main and liquefied petroleum. secretary of the Committee, the Wis- 

As a pattern for its future opera- consin operation, involving a gas util- 
tions, the Committee has selected the ity and LP-Gas dealers in a 25-to-30- 
so-called Milwaukee Plan which has mile area surrounding the city of Mil- 








This is not an offer of these securities for sale. The offer is made only by the Prospectus. 


NEW ISSUF 
396,000 Shares 


Public Service Company of New Hampshire 


Common Stock 


(Par Value $5 per Share) 
Price $18.625 per Share 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as mav lawfully offer these securities in such State. 


Kidder, Peabody & Co. Blyth & Co., Inc. 
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A.G.Becker&Co. Eastman Dillon, Union Securities & Co. Goldman, Sachs & Co. 
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July 23, 1959. 




















INDUSTRIAL PROGRESS—( Continued) 


McCandless Heads Gas been proved in the field to be the most 
effective way to achieve successful 
marketing teamwork of gas utilities 
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waukee, “‘has helped clear public 
fusion that usually results from Dt 
moting two different gas industrie 
and has helped sell the mutual put 
service goal of both industries. 

“It was important to impress ¢ 
sumers with the fact that gas se 
is available wherever they live,” gg 
Mr. Whitelaw. “The Milwaukee P 
has succeeded in making this imp 
sion by means of a cooperative D 
gram that faces up to practical ¢9 
petitive problems and converis t 
into mutually advantageous sales 4 
tential.” 

Results, he said, have been impro 
ment in the public’s attitude tow 
gas and gas burning products and 
solid platform for future expans 
of the entire gas industry in the 
waukee area. 

The committee now plans to of 
an exposition of its plan to indus 
leaders at various Fall meetings, 
cluding those of the New Engl 
Gas Association, the Pacific Co 
Gas Association and the Amerig 
Gas Association. President Edwa 
A. Norman of the Gas Appliag 
Manufacturers Association is expé 
ed to refer to the Gas Unity G 
mittee’s proposal at the A. G. A. me 
ing in October. 



























































































Electro-Motive Appointme 


THE appointment of Kenneth 
Wolf, manager of the sales engine 
ing section to manager of the prod 
application section of the sales depa 
ment of Electro-Motive Division 
General Motors is announced by 
tor E. Rennix, general sales mana 
for Electro- Motive. 

At the same time, Mr. Rennix 
nounced the appointment of Wa 
A. Fox, former supervisor of the s 
engineering section, as manager 
the section succeeding Mr. Wolf. 

“Expanding activity reflecting 
creasing interest in our new prod 
for the utility and petroleum fields, 
well as our new line of locomot! 
have been responsible for these | 
sonnel changes” Mr. Rennix said. 


North Carolina Tel. Installs 
Microwave Equipment 


SEEKING reduced costs and ma 
tenance while expanding toll cit 
facilities, North Carolina Telephf New. 5, 
Company, Matthews, N. C.. install for thos 
microwave equipment which ! 
serves more than 80 per cent ol 
utility’s customers. 
Two 90-foot high self-suppot! 
(Continued on page 22) 
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wil ° For Chief Joseph Dam in Washington State 


Cast buckets are welded to cast crown 
me and band—then stress relieved 


nstalls 


oa The Francis-type runner above illustrates Newport Before you go ahead on a project like this, be sure to 


New: complete facilities for fabricating heavy equip- get a bid from Newport News. Whether it’s penstocks, 
ind maj ment butterfly valves, pumps or turbines, you'll get the bene- 
oll cir’ It .lso illustrates the specialized techniques Newport fit of the modern plant methods and production facili- 
Pelephy News frequently uses in jobs of this type. Gibson tests ties of one of the country’s oldest and largest builders 
a7 for tliese units are very favorable. of water power equipment. 

nt ot 


ved Newport News 


22) Engineers. . . Desirable positions available at Newport 


News for Designers and Engineers in many categories. te) ‘ sldi 
UST 3, Address inquiries to Employment Manager. Shipbuilding and Dry Dock Company 
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INDUSTRIAL PROGRESS—( Continued) 


steel towers, one unit located at 
Wadesboro while the other in Marsh- 
ville—a distance of 20 miles, were de- 
signed, fabricated, and erected by 
Blaw-Knox Company, Blawknox, Pa. 
More than 5,000 of the telephone 
company’s 6,459 customers are served 
by the microwave and multiplex equip- 
ment which operates on frequencies 
of 5974.8, 6226.9, and 6345.5 mega- 
cycles. A passive reflector type an- 
tenna is mounted to the top of the 
Blaw-Knox Model MRH tower. 
The Wadesboro tower’s 10-foot 
square base spread was ideal for the 
limited area availab‘e near the utility’s 
operations and office building. 


Consumers Power Shows Increase 
In Electric and Gas Use 


CONSUMERS Power Company cus- 
tomers used 16 per cent more elec- 
tricity and 20 per cent more gas in the 
first half of 1959 than in the first half 
of 1958, President Dan E. Karn an- 
nounced. 

For the 12-month period ended 
June 30, the increase in electric use 
was 8 per cent and in gas use 13 per 


cent, as compared with the preceding 
12 months. 

Mr. Karn said the improvement re- 
flects better industrial conditions plus 
some increase in number of customers 
and in average home use of electricity 
and gas. 


First Unit at Oliver Dam 
Goes into Operation 
POWER began flowing recently from 
Oliver dam, the Georgia Power Com- 
pany’s new hydroelectric generating 
plant on the Chattahoochee river at 

Columbus. 

The plant’s initial power is being 
produced by an 18,000-kilowatt gen- 
erator. When three additional gen- 
erators are placed in service at later 
dates this summer, Oliver dam’s total 
generating capacity will reach 60,000 
kilowatts, making it one of the com- 
pany’s larger hydroelectric plants. 

Construction work began two years 
ago. The company points out that the 
$14,410,000 installation will increase 


‘Georgia Power’s total generating ca- 


pacity to 1,836,670 kilowatts, provid- 
ing “ever-increasing encouragement” 





Houston Lighting & Power Company’s 50-ton P&H 


CXC PROFF ARS” 


> 855B-LC crane with extra wide, long crawlers 


ies 





“MULTI-PURPOSE Pel MOBILE CRANES FOR UTILITIES’ 
MATERIALS HANDLING AND MAINTENANCE WORK 


Profit-Lifts are the end product of advanced P&H design and engineering 
features that result in higher production, lower operating cost—more net 
profit for P&H users. Truck cranes from 10 to 80 tons—crawler cranes 
from 20 to 110 tons—crawler excavators from % to 3% cu. yds. See 
your P&H dealer for all of the profitable facts or write: Dept. 534A, 
Harnischfeger Corporation, Milwaukee 46, Wisconsin. 


HARNISCHFEGER 


for business firms seeking indugt 
sites in the state. ; 

Oliver dam is interconnected by 
company’s vast network of transy 
sion lines with its other steam q 
hydroelectric plants throughout 
state of Georgia. 

A 2,480-acre lake has been cre 
by the new dam. Provision has} 
made for the future instaliation 
navigation locks at the option of 
federal government. 

Oliver dam is one of a eroy 
dams known as the Middle Chat 
hoochee Development. This devel 
ment will contribute toward full y 
ization of the Chattahoochee for ng 
gation, flood control, water supp 
for municipalities and industries, 
recreation purposes, in addition to 
production of electric power 

The 75-foot-high and 2.021-fg 
long dam, with its powerhouse 
stallation, is named for James 
Oliver, former executive vice pre 
dent and general manager of the 
gia Power Company. Now reti 
Mr. Oliver is a veteran of 43 years 
service in the public utility indusf 


AGA Gas Heating Control 


Service Manual Available 
AVAILABILITY of a new, autho 


tative handbook for servicing of et 
trols on gas central heating equipmé 
and gas space heaters has been 4 
nounced by the American Gas As 
ciation. 

Entitled “A.G.A. Gas _ Heati 
Controls Service Manual,” the 
combines in one volume service 
structions for the various makes a 
models of gas heating equipment ¢ 
trols in general use. It is designed 


on-the-job use by gas company sem 
ice departments, plumbing and heatiiy 


contractors, or any others conce 


with adjusting, maintaining or repay 


ing gas househeating equipment. 

The manual was prepared as 
project of the Joint Committee onG 
Appliance Service Manuals of 
American Gas Association and | 
Gas Appliance Manufacturers AS 
ciation. 

Material for text and illustrat 
was supplied by control manuf 
turers, who also reviewed the mam 
to verify accuracy and authenticity] 

Full information and prices may 
obtained from the American Gas 4 
sociation, 420 Lexington avetl 
New York 17, N. Y. 

(Continued on page 24) 
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ighout | : Has tools...will travel! Utility and other 
emergency servicemen swear by this Dodge V-8 Tradesman, and for 
good reasons. Besides pick-up load space, it has lock-up room for all 
tools. And with famous Dodge dependability, it has these advantages 
that come in handy on all service calls: 45 hp. more than Truck ‘‘C’”’, 
19 more than Truck “F”’. . . shortest turning radius... the largest 


payload, load space, and brakes in the low-priced 3. 


You can choose a‘powerful V-8 or thrifty Six, 3- or 4-speed trans- 
mission—even push-button automatic LoadFlite. See your Dodge 
dealer about this Tradesman, or any Dodge truck up to 49,000-lb. 
G.V.W. Power Giants. Find out why... 


¥ today, 
4 6 iB ate [exe 
i baele)<<- 
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A king-sized tool chest on wheels . . . that’s the Dodge Tradesman’s body. 
Tools and supplies stow neatly, where you can reach them quickly. A place 





for everything. All compartments lock. Available sliding roof protects 
pick-up load space, between body sides. Choice of two body styles. 





Is Your Company 


“Keeping Pace?” 


From 1945 to 1958 annual operating revenues 
of electric and gas utilities rose over 200%. 
Maintaining an efficient organization in the face 
of this increasing volume has placed a strain on 
many companies. Top management has often 
been so busy with day-to-day operations that 
insufhcient time has been left to prepare men 
for growth needs. 


Even with available time, it is difficult for a 
company’s officers to study their own operations 
objectively. Commonwealth’s Industrial 
Relations consultants offer this much needed 
objectivity. They can bring broad experience 
in many fields to your Organization Planning, 
Management Development and Labor Relations 
needs. 


In serving you, our Industrial Relations 
Department is backed by a diversified manage- 
ment consulting and engineering staff of over 
750 people. Your inquiries are invited. 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management and Business Consultants 


Consulting and Design Engineers 


NEW YORK 22, N. Y., 300 Park Ave. 
HOUSTON 2, TEXAS, M&M Building 
JACKSON, MICHIGAN, 209 E. Washington Ave. 
WASHINGTON 6, D. C., 1612 K Street, N.W. 
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Westinghouse Gets Generator Order 


THE Southern California Edison Company has orde Offs! 
a 210,000-kilowatt turbine-generator from West 
house Eleciric Corporation. 


it could supply all the electrical needs of a city of mfSept 
than 400,000 residents. 


G-E Appointment 
RICHARD H. GRAHAM has been appointe:| to 


Electrics Atomic Power Equipment Dey;artn 
(APED), APED General Manager George White 
nounced recently. 

Mr. Graham came to APED from Lockheed <Airera 
Missile and Space Division where he was a staff scienti” 


the U. S. Atomic Energy Commission’s Advisory Cj 
mittee on Reactor Safeguards. Prior to joining Lo | Hur 
heed, Mr. Graham served for two years with the Ato 
Energy Commission as chief of the Reactor Enginee 
Section in the Division of Reactor Development. 


B&W Issues Data Card on Croloy 25-20 


ENGINEERS, purchasing agents and others invol@?.L.G. 
in use of stainless tubular products in high temperaggimble 
applications will be interested in a new data card paF¢ 
lished by the Tubular Products division of The Babogf! plan: 
& Wilcox Company. This card describes the proper. The 
of B&W Croloy 25-20 (TP310)—its chemical comgg"t sit 
sition, size ranges, and short time high temperatges laid 
tensile and rupture properties. 

Copies of the data card, identified as TDC-195, 
available without charge through the division’s gent 
sales offices at Beaver Falls, Pa. 


the ot 
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Minnesota Mining Introduces New Pipe 
Protection Tape 


“DESIGNED specifically for wrapping straight pga Cou 
sections” is the description given for its new, press@id Rich 
sensitive vinyl pipe protection tape by Minnesota Mingfced fr: 
and Manufacturing Company, Dept. D9-328, 900 Bin a pl, 
Avenue, St. Paul 6, Minnesota. ‘ 
Called “Scotchrap” brand pipe protection tape No. 
1102, the excellent tensile strength and tear resista 
combined with balanced elongation allows the tapqi)ns7\) 
machine wrap smoothly at any taping angle, 3M sito 
The stopping, starting and jerking of a taping maci 
will not rupture the tape. 1 
Along with the new vinyl backing, a new, balanioffic; 
high tack adhesive is used with extra internal streMMison ( 
to stop tape displacement caused by the movement 
soil or pipe. 


THE Utility Sales Division of Highway Trailer ( 
pany has announced the appointment of Eastern -4@ 
Boring and Equipment Company, 251 Kidder sty 
Wilkes-Barre, Pa., as its distributor for utility prod | 
in Pennsylvania, Eastern and Western New Y 
Maryland and in Washington, D. C. 





inued ) 


irder 
has orde Offshor 


1 West 





liveries of Gas from California 
e Platforms to Begin 
Next Month 


RST deliveries of natural gas from 
ric utilifoffshore drilling platform in Cali- 
e-handeffnia waters are scheduled to begin 
ity of mgSepicmber, it was announced re- 














vas will be purchased by Pa- 
, Pa. wie Lighting Gas Supply Co. of Los 
ureh plggeles from production of Standard 
1 Co. of California and Humble Oil 
1 Relining Co. off a drilling plat- 
m set in 100 feet of water near 
mmerland, between Santa Barbara 
1 Ventura. 
Initial deliveries are expected to be 
rates Of 1,000,000 cubic feet a day, 
h the volume probably increasing 
2,000,000 cubic feet daily within 
months of the start of delivery. 
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nsultanin liveries may be made for a period 
1SOTY M@ only 18 months should Standard 
ning “Ri Humble decide they want to use 
the Atogt for repressuring operations. If, 
“Tg Nee the other hand, pressure control is 
maa indicated, deliveries would con- 
25-20 ue on, what Standard reports, will 





an increasing basis. 

rs involfe-L.G.S. will take the Standard- 
emperatmble gas at east Carpinteria, up 
card pgp coast from Ventura, where Stand- 
he Babe! plans to build oil handling facili- 
proper: The gas is due to come to the 
cal commnt site in one of three submarine 
emperatgges laid on the ocean floor from the 
shore platform. 

Vhile the Standard-Humble gas 
| be the first from an offshore plat- 
rm, P.L.G.S. has for the past four 
rs taken offshore gas from Monte- 
; Oil Co.-Texaco Inc. production 
t Seal Beach; and from Richfield 
1Corp., near Rincon Point, in Ven- 
‘aight pra County. The Monterey-Texaco, 
y, press™id Richfield wells are, however, pro- 
ota Minced from man-made islands, rather 
900 Baan a platform. 


pe No Southern Cal. Edison Starts 
resistafork on Sea Water Converter 
he taDNSTRUCTION of California’s 


, 3M § st gericral purpose sea water distilla- 
1g mac 4 plant began near Oxnard re- 
tly. 

~, balatOfficisis of the Southern California 
al streMitison Company at Mandalay Beach 
vementiid the plant should be in operation 
out November Ist. 

It wili have a capacity of 100,000 
llons 1 day and will be used as an 
viler C@pPetimental unit. 

ern EqgeXecutive vice-president, James F. 
der stt@eVenport, said the plant will be used 
marily for research and develop- 
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Westinghouse Announces 14.4- 
KV "Universal" Pole-type 
Transformer 


A NEW 14.4-kv “Universal” pole- 
type distribution transformer has been 
announced by Westinghouse Electric 
Corporation that covers the voltage 
range of four previous units. The new 
transformer will simplify and reduce 
stocking by utilities and increase flexi- 
bility of application. 

The new 14,000/24,940-volt 125-kv 
BIL unit supersedes the 13,200-, 13,- 
800-, and 14,400-volt 95-kv BIL 
transformers, and a 14,400-volt 125- 
kv BIL unit. This is possible since 
tap voltages are now selected to agree 
with previous standard voltages— 
13,800, 13,200, 12,870, and 12,540, all 
at full capacity. 

Applied through the full range of 
standard kva ratings only 54 styles in 
10 designs supersede 81 styles in 22 
designs. 

The new transformers can be used 
in 24,940-volt ground-wye systems as 
well as on delta systems. 

For further information, write 
Westinghouse Electric Corporation, 
P. O. Box 2099, Pittsburgh 30, Pa. 


McCabe-Powers Announces 
New Hydraulic Derrick 


A NEW hydraulic derrick, known as 
the Series PM-10 “Pole-Master,” has 
been added to the firm’s Powers- 
American line of utility bodies and 
equipment, according to an announce- 
ment made by McCabe-Powers Body 
Company, St. Louis, Mo, “The new 
unit, which replaces the company’s 
widely-used Series PM-1 derrick in 
the line, has been greatly improved,” 
stated Brooke Daly, vice president of 
the firm. “Design has been changed 
for increased strength and efficiency 
of operation,” he added, “and an op- 
tional hydraulic head sheave extension 
has been included to permit handling 
of poles substantially greater in length. 

The Series PM-10 is fully hydrau- 
lic, with all operation controlled by 
levers which are normally installed in 
rear curbside compartment of the 
truck body. Power is supplied by a 
heavy-duty vane-type hydraulic pump 
driven by a power take-off on the truck 
transmission, 

Maximum rated capacity is 8,000 
Ibs. Capacity for body-loading is 2,500 
Ibs. and “down pressure” which can 
be exerted for digging operations is 
1,000 Ibs. Operating range exceeds 
200 degrees, permitting positioning of 


INDUSTRIAL PROGRESS—( Continued) 


the head sheave at any point from 
stowed position to within 18” of 
ground. 

Three sizes are available. The 
Series PM-10-40 has a maximum 
head sheave height of 21’2” for han- 
dling 40’ poles, the PM-10-55 has 
246” maximum height for handling 
55’ poles and the PM-10-70 has 30° 
height for handling 70’ poles, Op- 
tional hydraulic head sheave exten- 
sion, available on the PM-10-40 and 
PM-10-55, increases maximum height 
to 242” and 292” for handling 50’ 
and 65’ poles respectively. 

Derrick is ideally suited for use with 
the company’s Series DF-1 “Earth- 
Master” Hydraulic Digger which will 
dig holes up to 20” in diameter and 
10’ in depth. 

Descriptive literature and price in- 
formation can be obtained from Mc- 
Cabe-Powers Body Company, 5900 
North Broadway, St. Louis 15, Mis- 
souri. ' 


|-T-E Announces Specifications of 
Substation Transformer Line 


SPECIFICATIONS for a complete 
line of power and distribution trans- 
formers have been announced by 
I-T-E Circuit Breaker Company, 
Philadelphia. 

The line incorporates units former- 
ly sold only with I-T-E substations 
plus new single-phase and higher 
voltage, higher capacity units. 

The transformers are available in 
liquid-filled and both sealed and venti- 
lated dry-type models for utility and 
industry applications for primary 
voltages up to 69 kilovolts and for 
loads up to 12,500 kva. 








P.U.R. 
QUESTION SHEETS 


Best Way You Can Keep 
Informed on 
Utility Regulation: 


With the least possible expenditure of 
time, effort and money, utility executives, 
lawyers, accountants, engineers and 
others interested in any phase of public 
utility regulation can keep well informed 
through these brief, four-page leaflets 
issued every two weeks. 

They consist of 10 questions and 10 
authoritative answers based on current 
decisions revealing court and commission 
views pro and con. Annual subscription 


$10. 
Send your order to 


Public Utilities Reports, Inc., 
332 Pennsylvania Bldg. 








Washington 4, D. C. 





YOU, TOO, ARE A MAN 
WHO HAS TO KNOW ... 


EXTRA PROFIT is the 
result of your investment in 
General Electric 
voltage regulators 


Dividends from General Electric voltage regulators pay off in Extra Profit 
for you. 

In addition to superior product design and workmanship, examine the 
benefits of Research, Service and Product Dependability that are available 
with your investment in General Electric regulators. No other manu- 
facturer can match these dividends. 


REGULATOR RESEARCH from General Electric has provided industry 
leadership in regulator development, and will continue to provide even 
more efficient and economical system regulation in the future. 


REGULATOR SERVICE means experienced G-E application engineers, 
prompt delivery from local warehouses, expert installation and operation 
assistance, and an unequalled network of complete maintenance and repair 
facilities at local Service Shops. 


REGULATOR DEPENDABILITY gives you absolute minimum maintenance 
which means less attention during equipment life, and greater operating 
economy. This is one reason why more General Electric regulators are in 
use today than any other make. 


The effects of a regulator purchasing decision will be felt for many years 
by operating personnel, responsible for equipment maintenance, and by 
utility management, responsible for profit. The next time you review your 
regulator requirements, consider the important dividends which only 
G.E. offers . . . and specify General Electric voltage regulators. General 
Electric Co., Schenectady 5, N. Y. 423-38A 


Progress /s Our Most /mportant Product 


GENERAL @@ ELECTRIC 


J. Coleman Jones, General 
Superintendent, tells why .. . 


DEPENDABILITY paid a dividend 
for Pacific Power & Light’s in. 
vestment in General Electric 
voltage regulators. Dependable 
performance of G-E MLT-32 
three-phase step voltage regu. 
lators holds maintenance time 
and cost down, provides reliable 
substation regulation. 


W. E. Dugdale, Purchasing 
Agent, tells why... 


SERVICE paid a dividend for Up- 
per Peninsula Power’s investment 
in General Electric voltage regu- 
lators. Overnight regulator de- 
livery cut outage time to an ab- 
solute minimum. 


George K. Kallenbach, Operat- 
ing Superintendent, tells why 


RESEARCH paid a dividend for 
Niagara Mohawk’s investment in 
General Electric voltage regula- 
tors. G-E system research used 
network analyzers to determine 
the optimum regulator arrange- 
ment to solve a unique problem. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














' CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 





























BONI, WATKINS, JASON & CO., INC. 


Economic & Management Corsultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rate Cases Management and Market Studies Rate of Retura Analysis 
Cost of Service Determination Economic and Financial Reports 

















SERVICES INC. Management and Business Consultants 
300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 


1612 K St., N.W., Washington 6, D. C., STerling 3-3363 
ASSOCIATES INC. Consulting and Design Engineers 


Commonwealth Building, Jackson, Mich., STate 4-6111 











DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 
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DRAKE & TOWNSEND 


Incorporated 


11 WEST 42ND STREET, NEW YORK 36, N. Y. 


h PLANTS 


LP-gas 
EMPIRE GAS ary ao 
ENGINEERING CO. plants for 


+ municipalities 
P.O. Box 1738. > industry 


; + design 
Atlanta 1. Georgia + construction 








F2 Jord, Bacon & Davis 


BeD VALUATION En ineors CONSTRUCTION 
REPORTS g RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 











FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 











Francisco & JAcosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New YORK WESTBURY CLEVELAND TUCSON 











GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 
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525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 
















Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


ORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS RAND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN. DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE . COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 


Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 
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The ulji an Coyoralion 


ENGINEERS * ONS TRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 














William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
+ e CLASS COST ANALYSES for Developing CLASS RATES sees 
WATER OF RETURN and UNIT COSTS for use in MUNICIPAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 











CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. eee CHARLOTTE, N. C. 











Pioneer Service oe Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 














SANDERSON & PORTER ENGINEERS 


DESIGN e CONSTRUCTION 


NEW YORK NEW YORE 











Sargent & Lundy 


ENGINEERS 


Steam and Electric Plants 
Usslstses—Industreals 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys ©® Depreciation Studies 
Regional Economic Studies ©® Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 




























STONE & WEBSTER : sisson" 


CHICAGO 


ENGINEERING CORPORATION PITTSBURGH 


HOUSTON 
SAN FRANCISCO 
DESIGN » CONSTRUCTION - REPORTS + APPRAISALS LOS ANGELES 





SEATTLE 


EXAMINATIONS + CONSULTING ENGINEERING TORONTO 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 








DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 























EARL L. CARTER 
i Consulting Engineer 
Abrams ey REGISTERED IN INDIANA, NEW YORK, OHIO. 
Lop PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Topographic and Planimetric Maps Public Utility Valuations, Reports and 
a, & — for all Original Cost Studies 
ngineering work. . en A ‘ 
pram seaiitien ili, 910 Electric Building Indianapolis, Ind. 















BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
Engineers-Architects-Consultants MAINTENANCE CONTRACTORS 
. for the GAS INDUSTRY 







KANSAS CITY, MO. femoe Baek Gl io. a me) 
P. O. Box 7088 GAS anb SERVICE CO. 
Phone: DElmar 3-4375 327 So. LaSalle St., Chicago 4, Il. 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


HARRISBURG, PENNSYLVANIA 


MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 

















INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 














Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 


DESIGN AND SUPERVISION OF CONSTRUCTION 


FOR 
UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 











A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Angeles 


Los Tampa 











PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil * Nuclear * Architectural 
% 


fe) 
Meusuo™ FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 





The R.W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
, Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 

















LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 
Engineers & Consultants 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washinagtoa 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 








A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala, 
New York St. Louis Pertland 
Inspectors stationed throughout the U.S.A. 





Mention the FortNIGHTLY—I/t identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 
*Allen & Company 
Allied Chemical Corporation—Plastics & Coal 
Chemicals Division Inside Front Cover 
*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*Analysts Journal, The ... 
*Anchor Metals, Inc. 


Babcock & Wilcox Company, The 

Black & Veatch, Consulting Engineers 
*Blyth & Company, Inc. ; 

Boni, Watkins, Jason & Co., Inc. 
Burns & McDonnell, Engineers 


c 


Carter, Earl L., Consulting Engineers 
Columbia Gas System, Inc., The 
*Combustion Engineering, The 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Company 


D 
Day & Zimmermann, Inc., Engineers .. 


Dedge Division of Chrysler Corp. 
Drake & Townsend, Inc. 


*Eastman Dillon, Union Securities & Company . 
*Ebasco Services Incorporated ; 
Electro-Motive Division, General Motors 
Empire Gas Engineering Company 


*First Boston Corporation, The 
Ford, Bacon & Davis, Inc., Engineers 
Foster Associates, Inc. ee : 
Francisco & Jacobus . 


& 


Gannett Fleming Corddry and Carpenter, Inc. . 33 
General Electric Company . 26-27, Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 29 
Gilbert Associates, Inc., Engineers ..... Py eae 30 
Gilman, W. C., & Company, Engineers ............. 30 
*Glore, Forgan & Company . ree 


H 


*Halsey, Stuart & Company, Inc. 
Harnischfeger Corporation 
*Harriman, Ripley & Company 
Harza Engineering Company 
*Hi-Voltage Equipment Company 
Hoosier Engineering Company 


I 
*International Business Machines Corp. .... 


Internuclear Company .. 
Irving Trust Company 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Inc., Engineers .. 
Jensen, Bowen & Farrell, Engineers . . 


Kellogg, M. W. Company, The 
Kidder, Peabody & Company 
*Kuhn Loeb & Company 

Kuljian Corporation, The 


*Langley, W. C. & Co. 

Leffler, William S., Engineers Associated . 
*Lehman Brothers ; 
*Line Material Industries .. 

*Loeb (Carl M.) Rhoades & ca. 

Loftus, Peter F., Corporation .... 

Lutz & May Company, Consulting Engineers 


Main, Chas. T., Ince, Engineers 

*Merrill Lynch, Pierce, Fenner & Smith, Inc. . 
Miner & Miner, Consulting Engineers 
*Morgan Stanley & Company 


*National Association of Railroad & Utilities 
Commissioners 
Newport News Shipbuilding & Dry Dock Company 


°o 


*Osmose Wocd Preserving Company of America, Inc. 


Pioneer Service & Engineering Company enh 
Pittsburgh Testing Laboratory eer 33 
Plastic and Coal Chem. Div., Allied Chemical _ 

Inside Front Cover 


Recording & Statistical Corporation cred 
Remington Rand Div. of Sperry Rand Co. ..... 


Sanderson & Porter, Engineers .. 

Sargent & Lundy, Engineers . ie 
Schulman, A. S., Electric Co., Engineers 
*Smith Barney & Company .. 

Stafford, R. W., Company, The, Consultants 
Standard Research Consultants, Inc. ... ve 
Stone and Webster Engineering Corporation 
*Studebaker-Packard Corporation 

Sverdrup & Parcel, Engineers & Consultants 


*Texoma Enterprises, Ince 


*Westinghouse Electric Corporation .. 
White, J. G., Engineering Corp., The 
*White, Weld & Co. 

Whitman, Reauardt and Associates .. 
Williams, A. W., Inspection Co., |nc. 
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restricted to shop fabrication, 
eld® has recently been successful- 
lapted by Kellogg to meet the se- 
st specifications for welding high- 
ure-temperature power piping in 
eld. Currently it is being used in 
erection of supercritical piping 
ms for some of the country’s 
ing steam-electric utilities. 
nique among field welding tech- 
es, K-Weld assures complete 
tration of the root bead and a 
ly uniform internal contour with- 
backing rings—through the use of 


controlled inert gas pressure inside 
the pipe. The technique can be used 
on pipe of any type or size during 
shop fabrication or in the field. 

Kellogg welcomes inquiries on 
K-Weld and its complete service to 
the power piping industry from con- 
sulting engineers, engineers of power 
generating companies, and manufac- 
turers of boilers, turbines, and allied 
equipment. An introduction to this 
service may be obtained by writing 
for Kellogg’s new 12-page booklet, 
“The Eddystone Story”’. 


Fabricated Products Sales Division 
M. W. KELLOGG COMPANY, 711 THIRD AVENUE, NEW YORK 17,N. Y. 


A SUBSIDIARY OF PULLMAN INCORPORATED 


nadian K¢ 


Societe Ke 


aCo., Ltd., Toronto e Kellogg International Corp., London e Kellogg Pan American Corp., Buenos 
g, Paris e Companhia Kellogg Brasileira, Rio de Janeiro e Compania Kellogg de Venezuela, Caracas 
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KELLOGG’S 


K-WELDING 


IN THE FIELD 


KEEPS PACE 


As welder lays K-Weld root bead, he care- 
fully controls the pressure of the inert gas. 
Using this technique, the root bead can be 
made slightly convex, flush or concave, and 
the weld deposited with a highly uniform 
internal contour. No backing rings are needed. 


a 


R PIPING—-THE VITAL LINK 





NEW G-E STATIC RELAY and the carrier complete staged fault test « 
Muskingum-Philo 138-Kv line of Ohio Power Co. Checking new relcy 
are Mr. Arthur Hauspurg, Relay Section Head, American Electric Pow 
Service Corp.; and Mr. R. H. Macpherson, Manager—Relay Engineering 


for General Electric. 


eng S General Electric Opens 
cli a New Era in Protective Relaying 


with first static phase-comparison relay 


The perfection of reliable static components makes possible 
practically maintenance-free relays... desired by utility men 
for years. In addition. improved forms of relays using static 
components will open new fields of application never economi 
cally possible before. Static protective relays can now 
created that will provide the functions and the characterist 
CARRIER- required by modern power systems- higher speed. less mi 
RELAYING tenance. increased sensitivity, lower burdens. 
\ line of static protective relays is now on the draw 
TRANSISTOR CARRIER CURRENT CHANNEL, together with board for protection of the complete electric utility syst 
Ganival Glciic's new Sttic Phave-comparison Relay, pro- ... transmission lines. transformers generators and buses. 
vides co-ordinated transmission line protection. STATIC PHASE-COMPARISON RELAY is the first in the G 
eral Electric line of new static relays. It compares the ph 
position of currents at the line terminals to provide. sin 
taneous. high-speed tripping of a faulted transmission [i 
Transistor measuring elements provide higher speed. 
proved stability of characteristics. and reduction in’ m 


W. E. HUNT, MANAGER—Relay Sales, displays module 
construction of new static phase-comparison relay. 


tenance costs. 
G-E TRANSISTOR CARRIER CURRENT EQUIPMENT provides 
communication tie for co-ordinated line protection. F 
transistorized transmitters and receivers offer high-s; 
channels . . . conservation of frequency spectrum 
full 10-watt power output. 

This joint product development helps assure electric | 
ties of improved system protection now .. . and econom 
system expansion when load growth demands it. 3 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRI: | 





